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THE STANDING COMMITTEE ON INDUSTRY 


has the honour to present its 


SIXTH REPORT 
Pursuant to Standing Order 108(2), the Standing Committee on Industry proceeded 


to a study on Information Technology: Preparedness for Year 2000. 


At this stage in its study, the Committee wishes to table this interim report. 
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SUMMARY 


When the Standing Committee on Industry first heard of the Year 2000 computer 
problem or Millennium Bug in 1996, it seemed hard to imagine that shortening the year to 
two digits in computer programs and in microprocessor embedded chips could cause such 
problems when the year goes from 1999 to 2000. In 1997 the government set up a Task 
Force Year 2000 to investigate the Year 2000 problem in the private sector. The Auditor 
General reported later that year on the work to repair the Year 2000 problem in the federal 
government, and the Committee followed up with the Chief Information Officer at Industry 
Canada on the corrective efforts being made in the Department. Alarmed by what it found, 
the Task Force reported well before its deadline in February 1998. 


After hearing from both the public and private sectors, the Committee has decided it is 
only prudent to highlight the importance and urgency of the Year 2000 problem by 
presenting this Interim Report to Parliament. There are some legislative amendments that 
are needed immediately. The government and the private sector need to work harder and 
direct their attention to key problems right now. 


Although the level of awareness of the Year 2000 problem has risen, this seems to be 
" accompanied by insufficient appropriate action, particularly by small business. There is too 
much complacency that it will be easy to fix the problems in December 1999, or that a 
Year 2000 magic bullet will be invented in the next year and a half. The Committee sees a 
need for more firms to test now and for businesses to fully realize they are accountable for 
failure to act. The Committee’s recommendations in this area include: 


+ Increased Year 2000 testing by business. 

+ Increased sharing of Year 2000 test results by business. 

¢ Adding Year 2000 compliance to a director's legal duties. 

¢ Alerting consumers to Year 2000 problems. 

+ Legal protection for firms who make Year 2000 solutions available free of charge. 
+ Tax assistance for small firms to replace equipment that would fail. 


We are very dependent on technology in general and electrical systems in particular. 
The recent Ice Storm made the Committee realize that a change in the weather could shut 
down a large area of North America. To avoid January 2000 resembling January 1998, 
we must ensure that the supply of those goods and services that meet basic consumer 
needs and that are the most basic of business inputs continue unimpeded. The 
Committee decided to look at energy, health care, telecommunications and transport. 
Within the energy sector, electricity is crucial. Without it, homes are unlit and unheated, 
water and gasoline are not pumped and emergency phone calls cannot be made. Within 
the health sector, the federal government is the regulator of medical devices some of 
which contain embedded chips that may malfunction in 2000. Other services equally 


important to maintaining the basic quality of life are the responsibility of provincial and local 
governments. The continued smooth delivery of health, water, police and sewerage 
services will depend on the Year 2000 efforts of other levels of government. The 
Committee recommendations in this area include: 


* All levels of government accepting the Year 2000 challenge. 
+ Cooperative sharing of Year 2000 solutions by all levels of government. 
* Taking action against medical device manufacturers who do not supply information. 


The Committee also met with representatives from industry, including the 
automakers, the banks, manufacturing, retail and small business to hear of their Year 
2000 status. 


Some federal departments appeared before the Committee. The level of 
preparedness varied, but the Committee was concerned that National Defence is 
responding slowly to its Year 2000 challenge. It needs to be fully operational on January 
1, 2000 to meet its responsibilities in emergency preparedness response. In particular, 
how the federal government will manage the replacement of embedded chip devices is 
unclear at this time. 


For federal policy matters, the Committee recommendations include: 

+ Increasing the emphasis on the trade aspects of the Year 2000. 

+ An extended immigration program for software professionals. 

A problem as complex as the Millennium Bug requires much more attention. There is 
a need for action and all public officials have a responsibility to spur that action. In this 


area, the Committee recommendations include: 


+ More public discussion about the Year 2000 problem by the Prime Minister and 
senior ministers. 


* A focus by the federal and provincial First Ministers on the Year 2000 problem. 


* Continuing information efforts by the private sector and elected officials. 


INTRODUCTION 


The Standing Committee on Industry was first alerted to the Year 2000 computer 
problem, or Millennium Bug, in November 1996 by the Information Technology Association 
of Canada (ITAC). Concerned about the magnitude of the problem, which would then cost 
an estimated $30 to $50 billion in Canada, and which would make more serious the 
existing shortage of information technology professionals, the Chair of the Committee 
wrote to the government asking it to become actively involved in resolving the problem. In 
September 1997, the Minister of Industry created a Task Force Year 2000 composed of 
senior members of Canada’s private sector. 


In the fall of 1997 the Committee heard from the Auditor General of Canada about the 
state of Year 2000 readiness in the Canadian government. The Auditor General indicated 
that the federal government was not acting quickly enough to seek solutions. To look at 
preparedness within Industry Canada, the Committee heard from the Chief Information 
Officer. He indicated that within the Department of Industry everything was proceeding 
well, and that their target date for many of the necessary solutions was March 31, 1998. 
The Chair of the Committee wrote to the chairs of the other standing committees of the 
House of Commons suggesting that they review the Year 2000 readiness within their own 
areas of responsibility. 


Although the Task Force Year 2000 was due to report no later than May 1998, it 
submitted its report entitled A Call for Action on February 3, moved by the seriousness of 
some of their findings. 


As a result of these findings, the task force concluded that the problem was both 
serious and urgent. Given the situation, we decided to release our report four 
months earlier than planned, which was, last February 3 rather than at the end of 
May as agreed with Minister Manley. 


Jean Monty - Task Force Year 2000 


After reviewing this Report, the Committee decided to undertake a major study of how 
well Canada was preparing for the Year 2000 computer problem, with an extra emphasis 
on small and medium-sized enterprises (SMEs). They appeared to be the least prepared 
to resolve the problem. As the study proceeded, the scope and potential impact of this 
problem on Canada increasingly alarmed the Committee. The implications of the Year 
2000 electronic challenge extend far beyond computers. It affects the full range of 
business activity. There could be serious economic consequences for the Canadian 
economy if corrective action is not taken. 


Because the Year 2000 will arrive on schedule in 19 months no matter what is said, 
the Committee has decided to present this Interim Report. There are some legislative 
amendments that are needed immediately. The government and the private sector need 
to work harder and to direct their attention to key problems right now. 


The solution to the Year 2000 problem is to ensure that computers and electronic 
equipment operate just as smoothly on January 1, 2000 as they did on January 1, 1998. 


The Millennium Bug had its birth some years ago in an apparently harmless cost-saving 
measure. Shortening the year from four to two digits seems at first sight to be an 
innocuous economy in a computer program or in an embedded chip, but when the Year 
2000 begins, the year could be recorded as 00 or even something else. The uncertainty 
about how these double zeros affect the reliable operation of the computer or system is at 
the centre of the Year 2000 problem. In information technology terms, the problem is one 
of fault tolerance, or how errors are handled, as well as of the detailed working of the 
mathematical formulas that use dates, but in human terms the Year 2000 problem takes 
on another magnitude. 


There could be many electronic medical devices maintaining the life and comfort of a 
seriously ill patient in hospital. The health professionals supervising these machines told 
the Committee that they had not been able to receive information from the medical device 
manufacturers nor from the regulators at Health Canada about which embedded chips 
within the machines would work in the year after next. If a machine was working at 
11:59 p.m., December 31, 1999, would it automatically switch off at midnight? Would a 
medical emergency apparatus be ready on call when it is first needed in 2000 or would it 
refuse to operate, calculating that it had not been serviced for 99 years and it ought to shut 
down for safety reasons? 


The effects of the 1998 Ice Storm were still visible in Ontario and Quebec as the 
Committee started deliberating on this Interim Report. That a marginal change in climate 
could shut down a large band of North America is testimony to our dependence on 
technology in general and electrical systems in particular. Without electricity, homes are 
unheated, water and gasoline are not pumped, phone calls for emergency help cannot be 
made and economic activity stops. If the efforts to fix the Millennium Bug are not 
maintained and, in some sectors, speeded up, January 2000 in Canada could well be 
worse than January 1998. 


Although the Ice Storm covered a large area, the rest of North America was 
untouched and could supply the resources and manpower. The various emergency 
services worked and worked well in the winter of 1998, but it is not known if they will be 
impaired or even disabled by Year 2000 problems. The Department of National Defence 
will not have completed an inventory of its computerized equipment until September 1998, 
which may leave insufficient time for fixing and testing. Some Defence personnel carriers 
have date-sensitive embedded chips with model numbers close to those of chips that are 
known to malfunction. The reports of some fire engines and traffic light systems failing 
tests are now well known. The logistics of dealing with problems across all the country are 
very different from those of moving resources from the safe areas to the disaster areas. 


The future task of the Committee will be to check on progress at meeting the 
deadlines that many sectors and groups have forecast they would make. We will continue 
holding hearings until after 2000 to see that everything is on track and that our quality of 
life is safeguarded. Although the Committee heard some very disturbing testimony, there 
was also a good deal of positive information from some sectors of the Canadian economy. 


ACTIONS AND ACCOUNTABILITY 


The Committee does not intend to spread panic about the future. There is a degree 
of Year 2000 awareness amongst business. Unfortunately as the Committee listened to 
witnesses, it became clear that this awareness was accompanied by a sense of 
complacency. The only answer to complacency is for business to take a firmer charge of 
the issue of testing. 


Recommendation 1 


That ali businesses test their computer hardware, software and electronic 
devices for Year 2000 problems. 


To underline the need for everyone in business to be held accountable for their 
actions to ensure a safe and prosperous January 1, 2000, the Committee makes the 
following recommendation. 


Recommendation 2 


That legislative amendments be introduced to add the explicit 
responsibility of ensuring Year 2000 compliance to the list of directors’ 
duties for federally incorporated businesses. 


The Task Force recommended that firms check the preparedness of their trading 
partners, and the Committee heartily endorses this idea. Being careful about the 
Millennium Bug must become an absolutely normal business practice. The Committee 
recognizes that in some cases firms may legitimately wish to reveal Year 2000 compliance 
information only in confidence. 


Recommendation 3 


That all businesses insist that all firms within their supply chains can 
demonstrate Year 2000 readiness with actual test data. 


Recommendation 4 


That all businesses welcome questions about their Year 2000 readiness 
from firms in their supply chain and willingly provide actual test data to 
them. 


The Committee was surprised to hear that computer software, hardware and other 
consumer electronic products that are not Year 2000 compliant are still being marketed. 


Recommendation 5 


That consumers and businesses insist on Year 2000 compliance 
guarantees in writing for all new consumer electronic products and 


computer software and hardware. 


During the hearings witnesses spoke about how worries of legal liability are 
hampering the firms that want to give away information about Year 2000 solutions. Some 
lawyers seem to feel that, if the Year 2000 solution is not perfect, their firm would be held 
legally liable in spite of good faith efforts to test such solutions internally. 


Recommendation 6 


That legislative amendments be introduced to eliminate legal liability for 
firms who, as good Samaritans, make Year 2000 solutions available free of 
charge. 


Many witnesses pointed to the fact that small and medium-sized businesses lacked 
cash resources to adequately deal with the Year 2000 problem. The Committee believes 
that a tax incentive is needed, but that it should only be available to firms who are ready in 
time. 


Recommendation 7 


That a separate class of capital cost allowance be established to provide 
for a 100% write-off in the period of acquisition of new computer hardware 
to replace existing hardware which is not Year 2000 ready. This provision 
should be directed solely at small and medium-sized business, both 
incorporated and unincorporated. This provision would only be available 
for acquisitions made on or before June 30, 1999. Businesses that have 
already invested to correct the problem should also be eligible. 


THE YEAR 2000 PROBLEM 


OVERVIEW 


In this increasingly integrated global economy, knowledge and information are vital 
resources. Essential to survival in the information age are the ever present computers that 
manipulate digital data, and the microchip-based control systems that help operate so 
many of the machines and equipment that we depend on. 


Many of the computer programs that we still use today were created decades ago. At 
that time, most computer processing was done on large slow computers in which 
computer memory and storage were at a premium. To simplify computer processing, 
numerous shortcuts were taken, one of which was to use only two digits to represent the 
year. Many early programmers thought that their work would be replaced before the 
double zeros were a problem. Microchip-based systems, frequently called embedded 
chips, have continued to use two-digit years until very recently. The software problem 
found in many computer programs has received the greater attention to date, while the 
embedded chip, although found throughout the economy, has tended to be overlooked. 
The cost of remedying both sides of this problem world-wide is in the order of $500 billion 
(US). In addition, many will seek compensation through the courts for Year 2000 
damages. 


The estimates now are $1.3 trillion worth of litigation will be brought forth over Year 
2000 in general, not just embedded systems. 


Jennifer McNeill - Cipher Systems 


Most of these figures were estimated when the full magnitude of the embedded chip 
portion of the problem was not realized. 


The most publicized aspects of the Millennium Bug relate to the use of two digits for 
the year and how this impacts on many commercial and government organizations. 
Unfortunately, this is but one of several computer-related date problems. In fact, witnesses 
stressed that many different dates have an impact on computer software and data, the 
well known January 1, 2000 and less well-known dates such as September 1999 and 
September 9, 1999, and the rollover for the Global Positioning Systems satellite navigation 
systems at midnight on August 21, 1999. 


For the telecom industry there are about 20 key dates that are floating around, and 
they stretch out as far as the year 2038, when the clocks on the UNIX processors 
start to go bad. This is not just a single-point problem. This is a long-term problem 
that we're having to deal with right now. 


Michael Cooke - Nortel 


The Committee heard that frequently many organizations only consider the software 
side of the problem by focussing on their computers and software while forgetting the 
embedded chips in, for example, their fax or cell phones when they tackle the Year 2000 
problem. 


SOFTWARE PROBLEMS 


Many programs operating on both mainframes and personal computers use only two 
digits for the year. When the year changes from 1999 to 2000, the routines used to 
determine time elapsed by calculating the differences in dates will go wrong. A large 
number of databases store their dates using only two digits for the year. Many billing and 
automatic renewals programs could be in error with the date change of 12/31/99 to 
01/01/00. For example, planes could be grounded because they are 99 years overdue for 
maintenance, or phone calls over midnight be billed for 53 million minutes. 


Most programs that calculate the day of the week using only the last two digits of the 
year will get wrong answers after January 2000, because their formulas implicitly assume 
that all dates are in the 1900s. Thus, a bank vault opening system will interpret 
January 1, 2000, which is a Saturday, as January 1, 1900, which was a Monday, and the 
system will mistakenly open the vault. 


Many of the Basic Input Output Systems (BIOS) that run the older personal 
computers will revert automatically to 1980, or some other fixed date, after the year 1999. 
Even if the date is corrected when the computer is working using a simple correction 
program, the error will recur next time the computer is turned on. Spreadsheets, 
accounting packages, day-timers, E-mail systems, even automatic backup programs that 
keep copies of valuable data could all be affected. Similarly, though some of the older 
operating systems used on personal computers, such as Windows 3.1 and DOS, and 
many application software packages cannot yet automatically accept a change from the 
year 1999 to 2000, some newer software applications and operating systems are now 
Year 2000 ready. Some, such as Windows 95 and Windows NT version 4, required a 
minor fix to make them fully compliant. 


EMBEDDED CHIP PROBLEMS 


Witnesses stressed repeatedly that one of the specific areas that could be drastically 
affected by the Year 2000 problem is embedded chips. 


The problem that we have with embedded systems is that originally it was not 
thought there was any issue here.... An embedded system is a chip that operates in 
some type of technology that times something like an elevator ... Or in an air 
conditioning or cooling unit it will cause the electricity to surge through and it will 
create that automatically so that the unit will switch on at certain times... It's 
embedded on a chip that is resident within a piece of hardware. 


Jennifer McNeill - Cipher Systems. 


Embedded systems contain programmed instructions running on microprocessor 
chips. Although these chips are the backbone of all computers, they work as standalone 
devices to perform control, protection and monitoring tasks in factories, utility industries, 
the service sector and in the home, embedded in equipment and machinery. 


The Millennium Bug can adversely affect embedded chips. In the most alarming 
scenarios, embedded systems could stop working entirely, potentially shutting down a 


piece of machinery or making it operate in an unsafe manner. Less obviously, they could 
generate erroneous information without any error messages that could mislead other 
systems or human users. 


Embedded systems are used extensively for systems and process control and to 
monitor engineering and manufacturing operations. Embedded systems underpin the 
world manufacturing and engineering base. The energy industries use embedded chips 
extensively in production and delivery. The transportation sector relies on embedded 
systems in aircraft, ships, railway networks for control, safety monitoring and navigation. 
Many other services including water systems, food processing, telecommunications and 
broadcasting are dependent on embedded systems. The health sector is also heavily 
reliant on embedded systems in medical devices to monitor and respond to lifesign 
changes. In the home and office, embedded chips are found in modern washing 
machines, microwave ovens, video recorders, security systems, fax machines, elevators, 
and central heating and cooling controllers. 


The magnitude of the problem with embedded chips is staggering. In 1995 for every 
personal computer shipped, 15 embedded chip systems were shipped. 


The inventory of the digital assets included a full inventory of the unique systems 
and the embedded systems that were in the network. Obviously there are, world- 
wide, something like 3 billion process control devices, embedded systems. 


Ted Clark - Ontario Hydro 


The exact percentage of embedded chips with a problem varies but would appear to 
be in the range of 5 to 20%. 


Again, the estimate is that about one-fifth of embedded systems there have date 
problems or have a date sensitivity. Within that, we're finding about 15% such that 
we don't have a clue. We have no knowledge of what's going to happen. 


Jennifer McNeill - Cipher Systems 


The accumulated result for more sophisticated embedded systems is a reported 
failure rate of between 50% and 80%. As a consequence, factory floors are full of 
equipment that is not Year 2000 ready. 


Estimates from some of our key members indicate that well over half of shop floor 
technology is not Year 2000-ready, and these organizations estimate that the cost 
of fixing this factory floor problem will be roughly twice that of the cost of ine fix for 
the PC and mainframe problem that these organizations face. 


Brian Collinson - Alliance of Manufacturers and Exporters Canada 


To date, action to fix the Millennium Bug in embedded systems is lagging behind the 
equivalent programs for personal computers and mainframe computers, perhaps by as 
much as one year. Embedded systems are difficult to actually find, and often it is 
impossible to move the internal date forward for testing. 


FIXING THE PROBLEM 


The witnesses were very clear that fixing the Year 2000 problem is relatively 
straightforward, but that it takes both time and resources. They stressed that this a 
business and economic problem requiring the involvement of senior management and it 
should not be viewed as just an information technology problem. Many witnesses warned 
the Committee that no magic bullet would be available to solve the Year 2000 problem and 
that no company or organization should feel confident that others will solve the problem for 
them. Solving the problem can be broken down into a number of clear and distinct stages, 
whose complexity depends on the size and nature of the organization. 


The issues are radically different depending on the size and type of corporation. We 
don't believe it's possible for somebody to understand the complexity of all of these 
issues at different levels of complexity and to become accountable in a regulatory 
format or, even more to the point, to have legislation to make that the case. 


Jean Monty - Task Force Year 2000 


The first step is to become aware of the problem. It would appear that Canada has 
passed this stage. The preparatory planning phase consists of making an inventory of all 
applications and all systems with embedded chips, discovering which of them will have 
Year 2000 problems, deciding how to correct these, and finally prioritizing the work. 
Priorities have to be set, since resources are limited. In many cases, particularly for larger 
organizations, only the mission-critical systems may be corrected by the Year 2000. 
Correcting an embedded chip in a hospital elevator that moves patients to the operating 
room is far more important than fixing most other elevators. 


Determine the criticality of each device or system to the organization's mission, then 
prioritize all your devices and systems for follow-up action. Follow-up action 
consists of priority testing. Test what you have time and resources for, based on the 
priority list you've developed. 


Jennifer McNeill - Cipher Systems 


It was also noted that testing embedded chips is risky. Those chips that would have 
failed in 2000 may in fact permanently fail during the test. Contingency plans for key 
systems should be prepared before even testing them. 


| would like to add one more step at this point, and that is risk analysis and 
contingency planning. Before you go to testing you should have a contingency plan 
in place in case the device you're testing fails to return to normal operation. In any 
case, with devices you test that are critical to the mission of the organization there 
should be a contingency plan in place in the unlikely but finitely probable event the 
device will still fail in 2000. For non-critical devices, assign the level of contingency 
planning you feel is appropriate to them. 


Jennifer McNeill - Cipher Systems 


Even certification from the manufacturers that their embedded chip systems are Year 
2000 ready cannot always be accepted at face value. 


Part of our process is to go to our vendors for statements of compliance. We have 
received those in a certain percentage of the cases. The reality is that we have to 
test those assets anyway. In some cases we have found that the vendors’ 
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compliance statements have not proven to be accurate. So we test, even if the 
vendor tells us that the systems are compliant. 


Ted Clark - Ontario Hydro 


Furthermore, the Committee was informed that many of the manufacturers are simply 
not responding to requests for information on how to make their products Year 2000 
ready, thus making the process of establishing whether a problem even exists that more 
difficult. 


We are seeing some cooperation from only about 30% to 40% of manufacturers of 
hardware. The rest of the manufacturers are not answering calls, are not answering 
letters, and are being unresponsive in helping their clients. 


Jennifer McNeill - Cipher Systems 


The initial implementation phase consists of a combination of retiring, repairing, or 
replacing systems for both software and embedded chip problems. The costs of retiring or 
replacing are obvious enough, but repairing can be frequently both costly and time- 
consuming. Repairing older programs involves reviewing and correcting the software 
code, while finding work-arounds or installing manufacturer's upgrades is necessary for 
embedded chip systems. 


Witnesses stressed that the key manpower needed for this phase is in increasingly 
short supply. These human resource needs include software engineers, bug fixers (a 
more specialized form of software programmer), and electrical engineers and technicians 
to remedy the embedded chip aspects. 


We're also concerned with specialized resources who deal with the embedded chip 
problem-instrument technicians, engineers, those types of people. That's now a 
growing wave occurring nationally and there's a concern there. 


George Barnhart - Canadian Gas Association 


Although this initial implementation phase provided many organizations with an 
opportunity to enhance their internal processes and raise efficiency by designing new 
systems or replacing older systems, the relatively short time remaining before the year 
2000 will not allow complex specialized programs to be developed in new languages and 
environments. Most older non-standard applications will have to be corrected by hand. 


[Mjanual scanning of code currently runs about $3 a line. We're forecasting it's likely 
to rise to somewhere in the order of $6 a line. You're talking about millions of lines 
of code in large systems. 


Gaylen Duncan - Information Technology Association of Canada 


Worse yet, every time a code is rewritten, there is the chance of new bugs creeping 


When you make changes to a computer system, for every thousand changes you 
make, you introduce eight new errors. 


Peter de Jager - de Jager & Company 
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Finding a supply of narrowly specialized hardware and equipment, such as many 
switching or control systems, or medical and scientific instruments and devices may be 
increasingly difficult as other users of similar equipment also attempt to buy replacements. 


In the area of laboratory equipment, for instance — which is one area where I've 
been working in terms of coordinating effort amongst the departments — a number 
of departments have devices called mass spectrometers, which are very costly and 
very large. Consequently, the manufacturers of such equipment don't have a lot of 
them sitting on the shelf. They realize that if they test these and find they're not 
compliant and they have to replace theirs in laboratories all across North America 
— both private and public have to replace at the same time from a limited inventory, 
and these things can't be built overnight — somebody is going to go without. So the 
people who get in first and find the problem will be the first to get served. The 
people who get in last, may not. 


lan Nunn - Embedded Systems Sub-Committee 


The last stage is the testing and contingency planning phase. The Committee was 
told on numerous occasions that testing new or corrected systems in all environments 
typically takes 50% of the overall time and costs. 


50% of the work related to Year 2000 compliance is testing; 50% of the moneys 
we're all going to spend is related to testing. The biggest issue is not testing one 
and the another systems or product. The biggest issue is integration testing... | 
don't believe that we could have a testing environment that would be sufficiently 
comprehensive to take account of all environments. Actually you can't take account 
of two environments. 


Jean Monty - Task Force Year 2000 


Y2K projects are now budgeting closer to 50% of their total time and costs to do the 
testing, because they are not successful in finding all of the dates, even manually. 


Gaylen Duncan - Information Technology Association of Canada. 


The degree of complexity of the testing phase varies greatly but some, such as the 
railways, must test their systems in conjunction with their key service suppliers like the 
telephone companies in each location where they do business. 


So far as testing goes any one particular component may be Year 2000, but we 
really have to look at the entire string of all components put together. 


George Barnhart - Canadian Gas Association. 


Even in an ideal world with unlimited time, it is inevitable that some bugs will not be 
caught, and that some of these could potentially be disastrous. Similarly, it remains 
possible that some of the systems that are being corrected will not be completed on time. 
Contingency plans are essential. The number of factors that need to be considered in the 
contingency plans depends on the number of upstream and downstream players for the 
organization and the nature of the service or product being done. 


[T]he business risk assessments have also shown that the current business 
continuity may be inadequate given the extent and pervasiveness of the Year 2000 
problem. Existing IT (Information Technology) disaster recovery plans and even 
Operational contingency plans have been prepared and tested under single 
scenarios in the past; however, with the possibility of multiple and extended 
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incidents arising simultaneously, these plans need to be reassessed and 
coordinated across our entire industry. The subcommittee has begun sharing 
information on an approach to this issue and will accelerate preparations through 
1999. 


George Barnhart - Canadian Gas Association 


Many witnesses pointed out the essential nature of the basic infrastructure and 
emergency services that permit industry to operate. 


The big three [automakers] together were supposed to have our first meeting this 
week to talk about our utilities — electricity, water, gas and oil — and sewage 
management also, because guess what you can't operate a plant if you can't have 
sewage flowing out. We are concerned.... 


Roger Buck - Chrysler Canada 


This basic infrastructure and these emergency services include power, water, and 
police and fire services; most of these utilities and services are predominantly within the 
purview of provincial and municipal governments. 


In essence, the Committee was told that Canadians, Canadian business and the 
public sectors are aware of the problem, and those that are not acting to correct the 
problem must start to do so now. 


Although more than 90% of businesses are aware of the Year 2000 challenge, only 
50% appear to have taken action to address the challenge. Only one firm in ten, 
10%, had a formal action plan to deal with the issue. 


Jean Monty - Task Force Year 2000 


The StatsCan survey got an awareness level of about 91%. We (the CFIB) got one 
of almost 97% in our Survey and | think the fact the surveys were done about five to 
six months apart probably played a role in that. There's definitely been an 
awareness increasing over the last six to eight months period of this issue among 
the business community and | believe that showed up in our results. 


Catherine Swift - Canadian Federation of Independent Business 


The potential cost to Canadians and to the economy is much too high to allow 
anyone, any organization or any business to be complacent or to assume that someone 
else will solve their problems for them. When the stakes are this high, we, as a nation, 
must err on the side of caution. 


[T]here is really no room for complacency at any level of government or industry or 
organization across the country. 


Paul Rummell - Treasury Board of Canada 
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BASIC NEEDS AND BASIC INPUTS 


On numerous occasions the Committee was told of the importance of the supporting 
infrastructure and essential services. Businesses require power, telecommunications, 
water and sewage to operate. All Canadians require the basic essential services including 
health care, fire protection and police services. Given the time constraints, the Committee 
examined several of these sectors to ascertain their status in resolving the Millennium 
Bug. 


Water, sewage, fire protection and police services are not primarily federal 
responsibilities and the Committee did not have an opportunity to hear on their status or 
progress. Notwithstanding the issue of jurisdiction, the Committee feels strongly that these 
areas must be targeted for investigation to ensure that the Year 2000 problem is effectively 
resolved. Given the wide range in the level of preparedness noted by the Committee 
during its study, the Committee feels that it would be unwise to assume that the necessary 
corrective actions are being taken across the country. Furthermore, best practices in other 
sectors of the economy would indicate that a cooperative and concerted effort would be 
most effective since the problems faced in most of these services will be similar throughout 
the country. 


Recommendation 8 


That elected officials in the provinces, territories and municipalities work in 
concert to ensure that all Year 2000 compliance information, solutions and 
best practices related to policing, fire protection, water and sewage 
services are shared. 


ENERGY 


The Canadian energy sectors are essential to Canada’s well being. The Millennium 
Bug will impact directly on the primary energy sectors, electrical utilities and the oil and gas 
industry. In addition to the software problems faced by all major organizations, all the 
energy sectors are faced with a complex embedded chip issue because they are heavily 
reliant on automated monitoring and control systems throughout their operations. 


A. Electricity 


The Committee heard testimony from representatives of the major stakeholders in the 
electrical sector. Given the regional aspects of electrical utilities and the lack of a 
comprehensive association able to speak for all electrical utilities, the Committee only 
heard from a major provincial utility and a typical local utility. This sector can be impacted 
by the Year 2000 problem at both its electrical production stage and the distribution stage. 
Within Canada, three of the provincial utilities, Ontario Hydro, Hydro-Québec and New 
Brunswick Power, as well as Atomic Energy of Canada Limited, operate nuclear power 
generation plants. 


The Atomic Energy Control Board (AECB) regulates this industry. It emphasized that 
its role was to ensure the safe use of nuclear power within Canada. 


[T]he Atomic Energy Control Board regulates nuclear power electrical generating 
stations. For the Year 2000 issues, we are requiring from our licensees assurances 
that these issues cannot affect the safe operation of the plants. The primary focus of 
our activities, however, is in nuclear safety. We are certainly interested in the 
reliable production of the plants and the reliable distribution of electric power, but 
only insofar as to minimize the challenges to the safe operation of the nuclear plants 
themselves. Reliable electrical power production and distribution to the consumers 
against any Year 2000 threats is not our primary focus. 


Kurt Asmis - Atomic Energy Control Board 


The Board indicated that its licencees who operate the nuclear power generators in 
Canada would be Year 2000 ready. The schedule is to have all of the special safety 
systems corrected by October 1, 1998 and the other safety systems completed no later 
than June 30, 1999. AECB confirmed that its licencees all have Year 2000 programs. 
Ontario Hydro anticipated meeting these deadlines without difficulty. 


We have put together an ambitious plan..... We will continue to generate power, 
and do it safely through the Year 2000. 


David Kwan - Ontario Hydro 


Ontario Hydro indicated that it would be spending $125 million to solve the Year 2000 
problem and that it was the Corporation's highest priority. 


The approach that Ontario Hydro has taken to Year 2000 is we are treating it as a 
major threat. It is a program which an estimated budget of $125 million and will 
involve between 400 and 500 people working through most of 1998. It is the highest 
priority program in the corporation and we view it as critical to the success of both 
our nuclear optimization and our preparation for the deregulation that is going on in 
parallel to the Year 2000 program. 


Ted Clark - Ontario Hydro 


Its status in late April 1998 was that it had completed its major inventories as well as 
planning and analysis. The remediation projects have been started and it has initiated its 
emergency response preparedness. In terms of overall preparation for the Year 2000, 
Ontario Hydro feels that it is approximately 40% complete. 


Our program objectives are to achieve operational sustainability by the end of 1998. 
This means that all critical systems and processes will operate successfully before, 
during and after transition to the Year 2000, or that viable workarounds have been 
identified, tested and certified. Our objective for year 2000 is to be Year 2000 ready 
in 1999. This means that we have agreement at the executive level that we have 
specific levels of preparedness, critical business processes, our internal and 
external relationships and emergency response capabilities be in place. 


Ted Clark - Ontario Hydro 


Ontario Hydro felt confident that they would provide uninterrupted power at the 
beginning on the next century. 


| can't make you feel 100% confident that everything is going to function on 
January 1 of the year 2000 — neither | nor anyone else. In terms of the digital 
assets that we are going to have to replace, our experience to date has indicated 
that the actual number of process control devices, for example, that have to be 
replaced in a population of date-sensitive assets is relatively low, in the 5% 
category, and the number of actual serious types of problems is lower than 2% or 
3% of those assets. We are not talking in terms of microprocessor devices that 
need to be replaced in a population of process control devices. We are not talking 
about huge numbers of these devices. We are talking about some specific devices 
for a specific problem. To date we have been able to get either upgrades or 
enhancements to those devices from our vendors. That's all | can tell you at this 
point. As you know we still have some distance to go here. 


Ted Clark - Ontario Hydro 


Ottawa Hydro, which is a local power distribution utility, indicated that it had 
completed 45% of its Year 2000 project. In addition, it noted that its systems pre-dated 
most of the embedded chips and, consequently, could be operated manually. 


Our electrical system and its infrastructure were established before microchips were 
invented. Our circuits and breakers may be manually controlled for public safety and 
reliability reasons. We have current and complete paper back-ups of our 
infrastructure maps and electrical drawings in case of computer failure. 


Peter Liu - Ottawa Hydro 


Any interruption of such an essential service as electricity supply could be 
catastrophic. The witnesses were reassuring about their capacity to meet the challenge, 
but the fear remains that, even if an individual utility in Canada is prepared, a problem 
elsewhere on the North American grid could cascade throughout the system. We were 
informed that the Ontario grid can be isolated from the rest of the grid. The Committee 
heard that the major utilities were collaborating informally on a regional basis. 


| think the point is well made and | think there are advantages with a more 
coordinated structure. Today the various utilities are working together in an informal 
and cooperative way and there are consultations that go on between the various 
groups. But there is nothing of a formal structure or of guidelines for performance 
that have been established on a national level or even on a North American level, 
which is the way the power system actually is operating. 


Ted Clark - Ontario Hydro 


B. Oil and Gas 


The Committee heard testimony from the main stakeholders in the oil and gas sector. 
This sector feeds the energy needs of our industry, homes and transportation. These 
needs will be high during the cold Canadian winter we will be facing on January 1, 2000. 
The Committee was informed that the Millennium Bug will affect all aspects of oil and gas 
operations from exploration, exploitation, production, refinement, through to delivery and 
distribution. 


The National Energy Board (NEB) regulates some aspects of this industry, as do the 
provincial regulators. It sees its primary focus as safety and the environment. The NEB 
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noted that it was attempting to have the provincial energy regulators working on the Year 
2000 issue. 


We have fairly good connections and rapport with a number of provincial regulatory 
agencies, and we are going to be using those channels to ensure awareness, first 
of all, and then see whether that develops into a more common plan of approach to 
the issue. For example, ... we were planning to make a presentation to a group of 
public utility tribunal participants next week. The point of the presentation is Year 
2000 and what the provincial regulators are doing about it and how they're 
approaching the issue. 


John McCarthy - National Energy Board 


In addition to the danger of a loss of supply that could not be met from the reserves 
held at key points within the distribution chain, the Committee also heard about other 
potential hazards such as environmental accidents at refineries and remote sites. One of 
the difficulties faced by this industry, along with numerous others, is that testing can be 
very costly in plants that operate continuously twenty-four hours a day seven days a week 
because equipment has to be taken off-line. 


The other problem we have with embedded systems is that it’s really hard to test 
those because they’re normally in production. So if you’re going to bring those 
down to test, you have to bring some operation down within a business. More and 
more of our clients are saying they can't bring down an oil and gas plant because it 
operates on the 7 by 24... 


We have some significant risks there. I've been told by some of the people within 
some of the larger oil and gas companies that if some of their plants go down, they 
will go out of business. Some of their plants that are very far north are definitely 
time- and date-driven by certain functions they perform.... It's already been 
established as well that there are significant risks within oil rigs. 


Jennifer McNeill - Cipher Systems 


All the representatives from the private sector associations stated that they have been 
working on the Year 2000 issue for only a relatively short period of time since late 1997. 
Although fixing the Millennium Bug is now a key business issue for the larger oil and gas 
companies, medium and smaller companies are not as well advanced. 


It's really those larger companies that have focused on it, and it has now trickled 
down to the medium-sized companies. We're still trying to get the CEO 
engagement at the smaller company level. Some of them are very engaged, don't 
let me mislead you, but some of them are so busy with the other day-to-day 
activities that this awareness program is really starting to pay off dividends. 


Greg Stringham - Canadian Association of Petroleum Producers 


The members of each major association also indicated that they were-now starting to 
work together in a cooperative manner. Although the witnesses indicated their 
commitment to having their critical systems ready, the Committee heard no complete 
assurances that the oil and gas sector would be ready on time. 


So they're trying to focus on, as | mentioned, those mission-critical things to ensure 
the operation will be in place first, and that the health, safety and essential services 
are dealt with. They're doing what they can to ensure the delivery continues of that 
natural gas and or oil and ensuring those kinds of things work first .... 


Greg Stringham - Canadian Association of Petroleum Producers 


On much more positive light, the Committee was encouraged by the importance this 
sector is placing on contingency planning. 


But we also feel that it's our responsibility to make contingency plans, in some 
cases for the worst possible scenarios. We believe that's our mandate, and it's been 
our long history in our industry to maintain the safety, reliability and operational 
integrity throughout. We don't see that being jeopardized. As we've pursued that, 
we believe that there is some risk to us. There is an element of risk that we will 
require emergency response. We would like to work with the community 
organizations to ensure that we've at least made whatever preparations are 
necessary. Hopefully it's not required for the Year 2000, but we believe that to be a 
good exercise for our communities further to an event such as the Quebec ice 
storm, in any event. 


George Barnhart - Canadian Gas Association 


This sector was also forthright in asking for more collaboration between the public and 
private sectors to ensure that Canada is prepared. 


Secondly, we ask that all levels of government work in partnership with industry to 
ensure community preparedness. The foundation of our business continuity plan is 
a community service and infrastructures are in place and will be functional through 
the Year 2000. 


George Barnhart - Canadian Gas Association 


The representatives of this sector pointed out the importance of the free flow of 
information related to the Year 2000 issue. This issue is very important to all sectors of the 
economy to ensure that the Year 2000 problem is solved with minimum resources. 


| guess our concern on this is that, again, because there is no precedent, really, for 
this type of an event, companies that have information or are in a good position to 
share are being advised by their legal counsel that this certainly increases their 
legal liability and their risk to law suit. It's causing them to restrict the flow of 
information | guess, to have second thoughts, or perhaps not be as forthcoming with 
the information as we'd certainly like it to be. A personal case | can cite is that we 
had a vendor that took three weeks, and forced it to get the information we needed 
cleared through their legal department before we could get it. Six months or a year 
ago that information would have been easily forthcoming. There was nothing 
untoward in the request whatsoever. But certainly there's a cautiousness coming up 
and we're quite concerned that attitude could start to grow and people stop 
communicating..... We also believe the larger companies need to be very actively 
involved in promoting remediation efforts ..... [W]e ask for your assistance in the 
following. The Year 2000 is without precedents. Large organizations such as ours 
that are prepared have the highest legal liability exposure. We ask that you 
implement good Samaritan legislation to reduce the risks of our legal liability and to 
assist us in working with those that are not prepared towards a solution. 


George Barnhart - Canadian Gas Association 
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Recommendation 9 


That the federal, provincial and territorial Ministers of Energy work in 
concert to ensure that all Year 2000 compliance information, solutions and 
best practices are shared quickly and widely within the electricity, oil and 
gas sectors. 


HEALTH CARE 


Canadians believe the national commitment to health care is a defining national 
characteristic. We are proud of Medicare. The sum of the testimony presented before the 
Committee was disheartening, particularly given the crucial and potentially life-threatening 
nature of equipment failures in the health care sector. 


Health Canada explained what the Department was doing to assist the health sector 
to resolve the Year 2000 issue. Its major efforts were with medical devices, an area it 
regulates, raising awareness with non-government organizations (NGOs), and holding 
discussions with the provinces on the Year 2000 problem. 


[The] Therapeutic Products Directorate is responsible for the regulation of all drugs 
and medical devices on the Canadian market, so it falls to us to monitor this 
situation for external systems. 


We are in the process of writing to all medical device manufacturers, all agents of 
foreign device manufacturers, as well as to hospitals and health care institutions, 
drawing to their attention the issue of Year 2000, should anyone still not be aware of 
it. From the device manufacturers we are requiring by May 30 an indication of 
whether or not the devices they have on the market are Year 2000 compliant. It's an 
attestation that they are. If they are not, then we're requiring from them basically an 
action plan for how they intend to bring those devices into compliance. We have set 
up a section of our website to make the information we receive available, 
information on those which are compliant and those which are not. So the short 
answer to your question is that medical device manufacturers are required to report 
to us by the end of May. We will take some small amount of time to do the analysis 
and such, but that information will then go up as quickly thereafter as possible, and 
it will be available to anyone who wants to access it. 


Dann Michols - Health Canada 


[W]ith the regulation of medical devices, we are initiating an awareness campaign 
directed at both medical devices manufacturers and users of medical devices. We 
will also be monitoring progress made by manufacturers to make their devices Year 
2000 compliant and will be making available to users information on the Year 2000 
status of medical devices... 


Health Canada relies on these NGOs to promote good health practices and to 
remain viable to act as our partners. Therefore, branches have already begun to 
raise the level and awareness of this problem with these clientele .... we have 
engaged the provinces in this general readiness of the health industry discussion to 
raise their awareness to this issue. We've established a committee of federal- 
provincial chief information officers of health departments that will deal with the 
implications of the Year 2000 as a standing agenda item. Status reports on the 
health systems readiness will be monitored through this committee as well as 
through another not-specifically health related federal-provincial committee being 
set up by the Treasury Board. 


Fruji Bull - Health Canada 
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The hospital association representatives were very forthright in expressing their 
problems with the current situation. The Ontario Hospital Association (OHA) represents 
over 200 hospitals in Ontario. It pinpointed key issues as being a lack of funding to handle 
the Year 2000 issue, and the large magnitude of work required to test and correct the wide 
range of embedded chips found throughout the health care sector. 


At OHA we are very aware of how quickly time is passing and how important it is 
that information be shared and delays avoided. One of the most difficult and 
complex issues for health care providers is potentially non-compliant medical 
devices and equipment. 


Microchips or microprocessors that use date-sensitive logic are embedded in many 
medical devices and no one is certain to what extent those microchips will be 
affected by the date change. Examples of such devices include heart defibrillators, 
x-ray equipment, pacemaker monitors, and infusion pumps. 


Currently we have little information as to the number of devices that are not year 
2000 compliant. Therefore it is critical that accurate and thorough information be 
available from manufacturers. 


Hospitals that have made the greatest progress in their Year 2000 projects have 
informed us that while they have many letters out to suppliers asking for compliance 
information, replies are not readily forthcoming. ... 


Some of our large hospitals are estimating over $10 million in order to become 
[Year 2000] compliant...... 


On Wednesday past | visited a hospital where one patient alone was supported by 
over 25 [embedded] devices. Each one requires checking. 


Sharon Baker - Ontario Hospital Association 


The Committee was very concerned by the numerous delays involved to determine 
what medical devices or equipment need to be replaced or can be corrected. Health 
Canada’s planned database on embedded medical devices compliance would be very 
worthwhile. Unfortunately, the information in the database would be limited to devices 
currently being regulated, and older equipment would not be covered. Most of the 
information may not be available until late summer 1998. 


Our authorities stem from the Food and Drug Act. Basically it's an act that allows us 
to regulate manufacturers. If there is a device in operation within a hospital no 
longer being supported by the manufacturer, that is going to cause the hospitals a 
problem. They're going to either have to determine how they go about upgrading 
that device themselves or how they exchange it or turn it in or purchase a device 
that is Year 2000 compliant. 


Dann Michols - Health Canada 


Thus in many cases, the hospitals will only have a partial list of what embedded 
medical devices could be fixed and will not be able to estimate their funding needs until 
very late in this year at best. Furthermore hospitals world-wide may well be trying to buy 
replacement equipment at the same time which lessens the chances of Canadian 
hospitals obtaining the necessary equipment in time to be operational before the Year 
2000 deadline. 
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Recommendation 10 


That Health Canada publish the names of manufacturers and importers of 
medical devices who do not furnish necessary Year 2000 compliance 
information in a timely fashion, and start regulatory or legal action against 
them. 


The Committee was heartened to hear that some of the health care associations were 
preparing contingency plans to embrace the entire health care sector within specific areas. 


[T]he Ontario Health Care Providers Alliance... at our last meeting we [discussed] 
possibly working on contingency plans that go beyond hospitals to the entire health 
care community as something our committee could do while hospitals are working 
on the other aspects of the plan. 


Sharon Baker - Ontario Hospital Association 


The Committee fully supports the recommendations made by the representatives of 
the hospitals to resolve the Year 2000 problem. 


We recommend a national coordinated approach requiring manufacturers to 
disclose product compliance status. Such an approach will have a much greater 
chance of success and will reduce the negative impact on the resources of all 
concerned, including the manufacturers. 


We recommend that Health Canada, in its role as regulator of the safety and 
effectiveness of medical devices, use its authority to ensure that manufacturers of 
medical devices take appropriate steps to address the Year 2000... 


[W]e recommend that the federal and territorial governments encourage and 
support Health Canada to strengthen their planned process by compelling 
manufacturers and medical devices to investigate and correct Year 2000-related 
problems and disclose Year 2000 compliance information-as quickly as possible. 


We also recommend that the federal, territorial and provincial governments work 
together to resolve funding issues related to the cost of compliance as they become 
known. 


Sharon Baker - Ontario Hospital Association 


Given the crucial nature of the health care and the short period of time before the year 
2000 is upon us the Committee recommends: 


Recommendation 11 


That the federal, provincial and territorial Ministers of Health work in 
concert to ensure that all Year 2000 compliance information, solutions and 
best practices are shared. 


The Committee recognizes that our frontline health professionals have the ultimate 
responsibility for patient care. 
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Recommendation 12 


That the major health care professional groups, such as the Canadian 
Medical Association and the appropriate provincial associations alert their 
members and produce guidelines and checklists to ensure that all health 
equipment is tested. 


The provision of prescription drugs is also a vital component of health care. The 
Committee noted that it appeared that at this time only the major pharmacy store chains 
were making suitable progress. Smaller independent pharmacies must also ensure that 
they are Year 2000 ready and they are in a position to ensure they can safely dispense 
prescriptions to the Canadian public after January 1, 2000. 


TELECOMMUNICATIONS 


The telecommunications sector is a crucial element of Canada’s infrastructure. The 
911 emergency service has to be protected on January 1, 2000. Businesses in general 
and the financial sector in particular depend to a very high degree on timely 
communications. Unlike many other areas in the economy, the very positive approach 
and the stage of preparedness of the telecommunications industry generally pleased the 
Committee. The comprehensive and thorough briefing provided by Bell Canada 
demonstrated to the Committee how cther industries can and should tackle this very 
serious issue. 


The major telcos have been working together for some time to resolve the numerous 
problems they face with Year 2000 issue. These issues include checking and correcting 
millions of lines of program code as well as replacing key devices throughout the network. 


As far as Bell is concerned, we had to review 125 million lines of code to make sure 
that everything will work in the Year 2000. We had to convert and to renew 71 
million codes to face the Year 2000. To get this job done, we looked over the 
applications and classified them according to their critical, priority or non-critical role 
in the organization. In the critical applications, new aspects that have to be solved, 
crop up every day. 


Denis Lalonde - Bell Canada 


The Committee was informed that this industry has placed a very high priority on this 
issue, and that the industry is working collaboratively to ensure that the problems are 
solved within Canada and with our major trading partner to the south, the US. 


[T]his project is not new to Bell. We've been at it officially since October 1996 but 
there was some work being done in certain areas of the company before that.... It is 
our highest-priority project at this point in time. This is the first project in my 28 
years at Bell that goes to the board of directors at each of their regularly scheduled 
meetings. It also is reviewed monthly by the president and the executive council to 
ensure that we are on track with the plan that has been laid out. In addition to that, 
we have appointed a Vice-President in charge of the Year 2000 Project .... The 
Stentor number right now is estimated at $500 million right through to the year 
2000. ... We also collaborate on an industry perspective. Back last summer it was 
felt that we can't do it alone, only Stentor. This is a world wide problem and 
certainly in Canada we wanted to make sure we were ready. So what we have 
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done is formed the Canadian Year 2000 Telecom Industry Forum. You'll see on the 
next slide that it's attended by representatives from the major who's who of telecom 
in Canada. We really wanted to get together to collaborate to ensure we have 
seamless communications going into the Year 2000. The entire industry is taking 
this very seriously. .... 

We also link with the U.S.-based Teleco 2000 Forum, a similar forum they have set 
up in the States to address this issue on a national scale. 


Denis Lalonde - Bell Canada 


The current state of telcos preparedness for the Year 2000 challenge and the planned 
target date for completion are very encouraging. The telcos are actively working with their 
major clients as well as their suppliers to help ensure that things will be working in the new 
millennium. Even with all this effort, not all their current products or services are Year 
2000 ready. | 


Our objective at Stentor and at Bell is to target October 1998 to have our mission- 
critical or business critical applications converted. At this point in time we are on 
target to achieve that........ 


The customer validation process is an interesting concept. A lot of our customers 
are saying “You have to prove to me that you are Year 2000 ready.” So what we're 
doing is we're collecting a few customers from each industry grouping, and they are 
going to participate with us in elaborating a validation plan such that we could use 
the information and results from that and communicate it to the rest of our 
customers through various media. ... 


There's about 56% of our product line that is compliant today, and the balance is 
still under investigation. We're hoping that by the end of this month we will have an 
answer on all or most of our products, and at that point we'll be able to 
communicate with our customers. But definitely not all products are compliant. 


Denis Lalonde - Bell Canada 


The preparations by the telcos are particularly important for Canada since not only are 
others sectors of the economy highly dependent on telecommunications, but these other 
sectors must test their corrected systems with the telephone systems to ensure that they 
will function properly in a real life environment. 


The other major players in the telecommunications sector are the equipment 
manufacturers. Since these companies need to provide Year 2000 ready systems to the 
telcos, it was reassuring to see that Nortel was on top of the situation. 


Nortel has been working on this issue since 1995 and we've committed to have the 
whole company, its internal system and its products, ready for Year 2000 by 
October 1998. We're well along in that program. An important part of this to 
recognize is that in order for us to meet the needs of the supply chain we have to 
have the product part available earlier than October 1998. 


Michael Cooke - Nortel 


Year 2000 telecommunications failures abroad could exacerbate a domino chain of 
economic failures in countries that are not tackling the Year 2000 challenge. 


World-wide mobilization is not yet evident. ...it is certainly clear that North America 
— that's United States, Canada-Europe — the major European countries, France, 
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the U.K.—, as well as Australia are taking this seriously, but when you talk to people 
in Africa, South America and eastern Europe, this is'nt an issue for them at this 
point. They're thinking that the fourth quarter of 1999 is good enough to get started, 
and that's of great concern to all of us. Time may be running out for a lot of 
industries. 


The Year 2000 domino effect could significantly impact the world economy because 
it really starts with the smallest supplier to the largest supplier and ultimately to 
consumer of products and services. If something starts failing in the domino chain of 
the supply chain then obviously we could all be in for a great surprise. 


Denis Lalonde - Bell Canada 


The telcos confirmed to the Committee that Canadians will be able to place local calls 
on January 1, 2000 and as well long-distance calls within Canada. They appeared 
relatively confident about long-distance calls to the US, but whether Canadians could call 
other parts of the world is unknown at this time. 


All indications are that there will not be a problem making local or long-distance 
phone calls in Canada. When you get into countries, elsewhere in the world, | 
cannot speak for them | can only speak for the Stentor alliance and also through 
association with the industry forum, that every effort is being made for you in 
Canada not to have to worry about making long-distance or local phone calls in 
Canada come January 1, 2000. Again, with our linkages through the U.S. telco 
forum, we will again ensure that you can call. 


Here's what | can't tell you. | certainly can't guarantee is will you be able to make a 
call to Malaysia or an African country. At this point in time, | cannot foresee that. 


Denis Lalonde - Bell Canada 


Recommendation 13 


That the CRTC and Industry Canada take a stronger role in the 
telecommunications sector to audit the tests of Year 2000 compliance 
being performed by the service suppliers. 


TRANSPORTATION 


As a trading nation, the transportation sector is an important facet of the Canadian 
economy. The sheer size and distance in this nation makes this sector very dynamic. The 
Committee found very different levels of preparedness for the Year 2000 problem when 
reviewing the rail, sea, and air components of the transport sector. As with most elements 
of Canada’s infrastructure, all three areas face a severe problem with embedded chips. 


A. Air 


The air transport sector includes Nav Canada, the airline industry, and the airports. 
Nav Canada is responsible for the air navigation and flight control of aircraft over Canadian 
territory. Overall, the Committee felt that Nav Canada's plans seem adequate. Its 
testimony confirmed that it is working with its counterparts in the US and the UK to prepare 
for the Year 2000 well in advance. 
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In September 1997 we began to create an inventory of all of our ANS (Air 
Navigation System) systems. This effort has been completed. 


In the fall of last year we set aside a week at our technical systems centre and all of 
the system clocks were moved forward to just before midnight in the last day of the 
millennium. We then moved forward into the first day. The results were 
encouraging. The systems did not crash, but a number of problems, some of which 
would be serious if not fixed, were revealed... 


Of those 140 (systems), 42 were judged to be mission critical, that is these systems 
have an immediate impact on information provided to controllers and flight service 
specialists. Of the 42 that are mission critical,18 have a major software component 
and need careful examination. We have completed a full technical review of these 
18 software intensive mission critical systems. ..... 


But since we had started early we can report that repairs are just about complete 
and the repaired system will be in operational use before the end of this calendar 
year. After remediation, all mission-critical systems will be tested individually. We 
will then test them in combination and put them in environments which are realistic 
relative to the operational world. | should add that we are also using this process to 
ensure that our business systems are Y2K compliant. We will cover all of our 
computing assets in the corporation. We intend to not overlook any of the systems 
on which we depend. 


Sid Cosmo - Nav Canada 


One concern is that Nav Canada’s planned testing will be relatively late, and this may 
not leave a lot of time if major problems are encountered. 


We will be testing near the end of the time period, April 1999, much of the system in 
an operational environment — all working together. 


Sid Cosmo - Nav Canada 


The Committee was pleased to hear that Nav Canada is preparing a full range of 
contingency plans to handle potential problems. 


We have a set of contingency plans now, based on the sorts of problems we expect 
to happen in the ordinary course of business. In the Y2K case, it's possible that 
multiple systems could fail for the same reason at the same time. We are going to 
be examining those plans that we have now to make sure that they would be 
applicable in that case. 


Sid Cosmo - Nav Canada 


Each large airline said it was making the necessary adjustments to both its internal 
systems and its aircraft. The major airlines appear to be on track. Air Canada indicated 
that it had completed 75% of its Year 2000 preparations. Some concerns were raised 
about the smaller aircarriers. 


Today's computers are endemic. Let us just give you a bit of a sense of how they're 
used in the industry above and beyond the obvious ways which I'm sure you would 
immediately recognize. Today's modern jet aircraft have telemetry systems on 
board that communicate to the ground the status of various operating systems on 
the aircraft so that our maintenance management people can better maintain the 
aircraft in a real time environment. Also on board modern aircraft are data links from 
flight deck to the airlines on the ground so that, again, more efficient operations can 
be achieved. All of these systems, along with a wide range of others, such as the 
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environmental control systems on aircraft and automatic landing systems that 
modern aircraft have to assist in landing in foul or inclement weather, are all in 
some way or other linked into computer based systems... 


Here in Canada | can say quite confidentially that Canadian carriers will be 
spending anywhere from $50 million to $100 million and perhaps even more. 
Obviously we don't have hard numbers yet because the job is not complete... There 
is a large and significant flow-down benefit to the smaller carriers from the work that 
the larger carriers are doing on some of these systems. Those costs, of course, are 
costs that the smaller carriers no longer need to concern themselves with. So there 
are some benefits of working co-operatively in this area.... 


[A] lot of very small operators, people who fly charters or fly in the north or fly 
special kinds of services, helicopter or other services. In that particular case, the 
association is putting in place an information system which will build off the 
expertise that we are developing on some of these other activities so that our 
smaller members can, with great ease, find out what questions they need to ask 
and where they can go for some help in this area. ATAC has about 100 flight 
schools as members of the association. Flight schools do not need to address with 
the level of intensity the Year 2000 problem as, for example, Air Canada or 
Canadian, but they still have issues they must address. So we will be making 
available, starting in about four weeks' time, an information package and a help 
process whereby our smaller members can gain access to expertise on an as- 
required basis so that they can address the problem. 


Clifford Mackay - Air Transport Association of Canada 


Nav Canada confirmed to the Committee that it will not allow airlines to fly if it is 
unsafe. The airlines indicated that they will likely determine in the spring of 1999 which 
destinations they will not fly to in the year 2000. 


Just briefly, from the airlines’ point of view, because scheduling and operating 
planning gets done significantly ahead of the actual time, some of those decisions 
will start to be made early next year.... Probably things won't be finalized at that 
time, but airlines have to decide what schedules they're going to fly, and there's a 
lot of paper work, as you know, depending on where in the world you fly, to be gone 
through in terms of regulatory and other requirements. If there are concerns about 
particular parts in the world, those concerns will start to emerge about that time 
frame. 


Clifford Mackay - Air Transport Association of Canada 


| think those statements apply to parts of the world where it would not be safe to fly 
or to land. So it will depend on our emergency plan. If there are areas in the world 
that are not safe, we will not fly to them. 


Jean-Paul Bourgeois - Air Canada 


B. Rail 


The Committee was pleased to have such a clear and positive report from the 
representative of the rail sector. The strong support of its CEO helped ensure that, 
notwithstanding the magnitude of the task, Canadian National, undertook the Year 2000 
challenge very seriously. The Committee was impressed with its progress to date of over 
60% completion, and its plans to be finished by November 1998. It is working with its 
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service providers, such as the telcos, and with its suppliers to ensure that they can create 
a working environment that will survive the Millennium Bug. 


At CN, there's some 41 million lines of code, most of which can be found in a very 
mixed environment of operating systems..... To enhance the accuracy, while 
reducing the cost of conversion by some 60%, the results were subsequently run 
through CN's own in-house test factory. ... As of today, this initiative is 60% 
complete, with final target completion for November of this year. 


CN has also addressed those systems that control safe and efficient movement of 
trains over its nation-wide railway network. This includes signalling systems, 
wayside inspection and monitoring systems, all crossing other warning devices and 
radio networks, all of which are micro-processor based and could be rendered 
useless by the date problem. These are all critical safety-sensitive systems, 
requiring extensive government certification. Currently, CN is identifying each and 
every piece of equipment it has in its inventory, down to the subcomponent level. In 
addition, highly specialized test requirements and specifications are being 
developed. This particular initiative is scheduled for completion by the end of this 
year. But beyond its rail network, CN has switching yards, maintenance facilities, 
electrical shops, locomotives, refrigerated rail cars, buildings with elevators and 
heat-control systems, containers, lift cranes and specialized work equipment. Each 
of these items needs to be supplier certified, item by item. In many instances, this 
involves contracting the vendors through our own legal department and specifically 
requiring certification of all their products. For those who are not able to comply 
within a specified timeframe, CN finds alternate suppliers immediately. In other 
instances, dependent on the criticality of the product, CN may eliminate preferred 
supplier status. ....... CN is on schedule to complete end-to-end testing of its entire 
Canada-wide communications network in conjunction with the Stentor group of 
companies. This is perhaps one of the most difficult aspects of our operation to test 
and evaluate. Any component in the end-to-end network could cause system failure. 


Fred Grigsby - Canadian National 


CN is also working with the other members of the rail industry through the railway 
trade association to coordinate their actions throughout the industry. 


As far as the other railways...the railways belong to an AAR (Association of 
American Railroads), which is a railway association. We use that particular function 
to pass information back and forth amongst our railways. That's how we track our 
shipments through the other roads. The AAR has a committee that is working on 
that (Year 2000 problem) and has indicated it will be compliant. So that is the 
vehicle which we coordinate and work on the transfer of information from one road 
to the next. We do not deal directly with (Canadian Pacific) on this particular issue, 
but we work with all the railways through AAR. 


Fred Grigsby - Canadian National 


CN's Year 2000 program looks a good way upstream along the supply chain. It is not 
only asking that its suppliers be Year 2000 compliant, it is asking that the suppliers for 
CN's suppliers also be Year 2000 compliant. Furthermore, its plans go so far as to 
anticipate holding up to one year’s supplies of critical items if there is any doubt that key 
suppliers will not be Year 2000 compliant before December 31, 1999. 


Even in an organization as diligent as CN, the possibility of overlooking something 
remains a concern. 
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lf you talk to our people, | think they're positive, but | think they're worried that we 
have missed something, and we continue to double check. 


Fred Grigsby - Canadian National 


C. Sea 


The Canadian Coast Guard explained to the Committee that the main challenge 
facing shipping was embedded chips. 


Throughout the marine industry, commercial shipping can similarly be affected by 
the Year 2000 problem, as these vessels are fitted with similar equipment. The 
preponderance of navigation systems and equipment are of the embedded 
processor variety, which, as your committee will appreciate, is a particular 
challenge. 


Michael Turner -Canadian Coast Guard 


The Coast Guard is working with many other regional bodies involved in shipping 
within Canadian waters. 


[W]e are in fact going to be working quite closely with some of those groups, and we 
are in contact now, through our regional offices and our regional staff, with 
organizations such as you mentioned, the Seaway, the pilotage authorities, the 
ports and so on..... My understanding is that they have already been undertaken at 
the regional level through our organizations, that there are already discussions 
underway with the various organizations you've mentioned with respect to similar 
situations or use of common equipments or anywhere we're a provider or vice 
versa. 


Michael Turner - Canadian Coast Guard 


The Committee heard that the two key responsibilities of the Coast Guard are to 
ensure that the navigation system functions properly and to prepare contingency plans in 
the event of a Year 2000 failure. 


In addition, for certain of the government-wide, mission-critical functions the Coast 
Guard is responsible for, we're preparing contingency plans in the event of 
unforeseen Year 2000 failures. These contingency plans will be discussed and 
reviewed with the commercial shipping industry as well, and we will be working in 
close cooperation with Transport Canada Marine Safety.... 


[W]e are ... responding to the Coast Guard's challenge regarding the Year 2000 
impact on our navigation systems, and the work we're carrying out in terms of due 
diligence to prepare for this situation. For our radio navigation services, this means 
that all prudent steps are being taken to ensure a continued, unaffected operation 
over the millennium period. 


Michael Turner - Canadian Coast Guard 


The late deadline of December 1999 for Year 2000 completion given by the Coast 
Guard is of grave concern. 


| mentioned that we're not satisfied (with our progress). That means we need to 
move faster and pick up the pace a bit, but certainly with respect to the important 
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mission-critical and government-wide critical functions, we have every intention and 
expectation that we will in fact be ready in good time. 


Michael Turner - Canadian Coast Guard 
Given the importance of the service it offers, the Committee feels that not planning to 


complete its Year 2000 program much earlier is an unacceptable risk. 


Recommendation 14 


That the Canadian Coast Guard expedite its Year 2000 program to ensure 
that full testing is completed before mid-1999. 
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INDUSTRY 


The Committee reviewed a number of major industries in our economy. The 
automobile sector was chosen as a representative of a large integrated manufacturing 
sector. The banks provide the financial services crucial to a modern economy. 


AUTOMOBILE SECTOR 


The Canadian automotive sector is a vital part of our economy and represents one 
third of national exports. 


I'd like to start with first of all the Canadian auto industry. ...[I]t is a key driver of the 
Canadian economy. It's about 12% of the manufacturing GDP. Direct employment 
in the auto industry is over 500,000 Canadians. In fact, one in seven Canadians 
directly or indirectly relate to the auto industry. Our production was over 2.5 million 
vehicles in 1997, and we have a domestic market of 1.4 million vehicles. On 
investment, over 20 billion was invested by Auto Pact members in the past decade. 
We are Canada's largest exporter, with 33% of the total exports attributable to the 
auto industry. Vehicles and parts are 45% of Ontario's exports. 


Roy Campbell - General Motors of Canada. 


Using just-in-time delivery and other modern production techniques, this integrated 
industry is heavily dependent on information technology and embedded chips. Collectively 
this industry faces a major challenge and the Committee was generally very encouraged 
by the testimony it heard. The major firms started working on the problem between 1993 
and 1995 and have dedicated substantial funds to it. Most are working with their suppliers, 
of whom very few are off-shore, and with their dealers to help ensure that they are also 
ready on time. Benefitting from their early planning, some of the automakers also took 
advantage of the need to put in replacements and upgrades to improve their operations. 


When it comes to General Motors' Y2K program, this is a corporate wide effort. It 
has program offices in all business sectors, with one being controlled out of Detroit. 
Dedicated resources, including both Information Technology (IT), professionals, and 
business professionals are involved in the solution. General Motors of Canada has 
been working on this problem since 1993. ... We have taken a strategy where the 
main remediation strategy is to replace our core legacy systems with up to date, 
compliant new technology and systems and only to repair the remaining systems 
The strategy here is, why spend the money twice? If we have to spend money on 
remediation, let's do it with new and up to date technology. Our target is to be 
complete and ready for integration testing by the end of 1998, giving us a full year 
for testing. 


Roy Campbell - General Motors of Canada 


Ford has established accelerated conversion centres in various regions of the world 
and is using these centres, as well as external resources, to address the Year 2000 
issue. The company plans to have necessary modifications made to most of its 
critical systems and applications by the end of 1998 and reserve 1999 for a full year 
of testing.... The company is working with suppliers and dealers to ensure they are 
aware of the issue and are taking steps to make the appropriate modifications to 
their systems and applications on a timely basis. ... 
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Believe it or not, there may be some benefits from all the effort needed to make a 
company Year 2000 compliant. Among them, companies will have developed a 
comprehensive technological inventory, something many companies do not 
currently have. Dealing with such a massive change while facing an immovable 
deadline, can improve a company's ability to change, to handle change, and thus 
make it more reactive to external pressures. Many companies do not regularly test 
or upgrade their technological systems. Becoming Year 2000 compliant will force 
them to put such processes in place, which will ensure better response in the future. 


Maureen Trenkler - Ford Canada 


As with GM and Ford all our areas within the corporation are representatives, from 
manufacturing, engineering facilities, procurement and supply, finance, sales and 
marketing. We also knew that we couldn't handle it as an internal issue only. 
Because we are an extended enterprise, we had to deal with our suppliers, and our 
dealers as well. We are executing plans right now, and we have a target completion 
date of December 1998. Relative to business computer systems, we have 60,000 
computer programs, of which 82% of those are either okay or remediated at this 
point. The target completion date is October 1, 1998, which is a bit of a stretch. We 
want to be there before the end of 1998. The verification tests are planned from 
July 1, 1998, to June 30, 1999. As we remediate, we are testing in an artificial Year 
2000 environment, we're going to test in a real Year 2000 environment once we're 
complete. Just that last line in the document, if you don't test it, it's not compliant. 


Bob Renaud - Chrysler Canada 


Toyota indicated some concern with its ability to provide the level of support to its 
dealers that Ford, GM and Chrysler said that they would provide. Their dealers are small 
businesses with many of the problems faced by SMEs around the country. 


[W]e are finding through our dealerships in particular, many small businesses are 
not adequately prepared. In fact most of them don't even have plans to address this. 
We find ourselves in a predicament in that we cannot possibly help all of them 
because Toyota simply does not have the resources that could possibly help these 
people to deal with these issues. 


Brian Mason - Toyota Canada 


The Committee was reassured from the testimony that standard vehicles without 
additional third-party equipment will operate properly on January 1, 2000. 


When it comes to product embedded systems, all General Motors motor vehicles 
show no Y2K issues at this time. 


Roy Campbell - General Motors of Canada 


The company has investigated the impact of the Year 2000 issue on its vehicle 
components and does not anticipate any effect on the operational Safety or 
performance of its vehicles. The electronic functionality of such components 
generally is based on engine cycles or the time elapsed since the vehicle was 
started, not on any particular date. 


Maureen Trenkler - Ford Canada 


Our Chrysler vehicles, as indicated earlier by GM, are compliant. 


Bob Renaud - Chrysler Canada 
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As we know, many computers and chips and various types of technology are in our 
automobiles today so we are very fortunate, | believe, that at this point we can state 
to our customers that they should not be concerned about whether their vehicles will 
operate effectively in the year 2000. 


Brian Mason - Toyota Canada 


A concern of the Committee is that, although the platforms provided by the 
automakers may be Year 2000 ready, the final products created by value-added 
producers such as fire engines, may not necessarily be Year 2000 ready. These final 
manufacturers may have installed devices or systems that are not Year 2000 ready, but 
the purchasers could falsely assume that they are compliant since they are built from a 
platform such as a standard Year 2000 ready truck chassis. 


BANKING AND FINANCIAL SECTOR 


The banking and financial sector is critical for the Canadian economy. Because 
lending institutions have transactions that go well into the future, this sector was one of the 
first ones aware of the Year 2000 problem. It has been very active in preparing to 
overcome the Millennium Bug. 


Banks basically started in 1993. At that point in time we were faced with five-year 
mortgages, five-year term deposits that we would not be able to issue in 1995 
because they were going to mature in year 2000, and our systems were not going 
to be ready for that. We therefore had exposure to the problems of Year 2000 early 
on. 


Frank Riddell - Toronto Dominion Bank 


The Committee was pleased to see the excellent work being done by the Office of the 
Superintendent of Financial Institutions (OSFI) to ensure that federally regulated financial 
institutions are looking after the assets of their depositors. OSFI also provided the 
Committee with an excellent snapshot of some of the main points related to the Year 2000 
problem in this sector, as well as many other areas of the economy. 


First, OSFI concurs totally with the view of the (Year 2000) task force that the Year- 
2000 problem is a critical issue and that failure to address it adequately may result 
in more than extra inconvenience and expense. It may well be the death knell for 
unprepared businesses. 


Second, the full scope of the damage and costs to business and society as a result 
of the problem cannot be predicted. Damages can only be minimized, and even 
then, only by timely and structured planning and implementation. 


Third, although larger institutions appear to be ahead in the planning and 
implementation stages, the consequences of inadequate planning may be less 
devastating for smaller companies. If they're very small, they may be able to deal 
with matters manually for a short period of time. 


Fourth, institutions with implemented and tested plans will have a competitive 
advantage over those that do not, as they will be in a position to devote their 
resources to the promotion of their businesses rather than the correction of 
problems. Moreover, they may well be beneficiaries of the failures of those 
institutions that failed to address the problem adequately. 
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Fifth, no matter how complete an institution's planning and implementation may 
appear on paper, there will doubtlessly be unforeseen problems, consequences, 
and glitches. Accordingly, the ability of management and technical staff to deal 
quickly and decisively with these unforeseen problems will be crucial to the ultimate 
success of the rectification plan. 

Sixth, the financial services business is increasingly becoming an international one, 
and the interdependence of financial services to providers on one another and on 
sharing services is growing. This means that Canadian financial institutions have to 
coordinate their preparation with those of other institutions in many jurisdictions. 


John Thompson - Office of the Superintendent of Financial Institutions 


OSFI is also setting targets for the organizations it regulates. 


OSFI notified institutions that is expected that they would be fully Year 2000 
compliant or that they would at least be at the acceptance testing phase by the end 
of 1998. 


John Thompson - Office of the Superintendent of Financial Institutions 


The Committee was pleasantly surprised to hear just of how well prepared this sector 
is and of the active role it is playing to help its clients. The banks are spending over $600 
million to fix this problem. The target date for having their systems ready for final testing in 
a working environment is December 31, 1998. 


In the past year, we've really started to focus on external influences: those 
customers, suppliers, trading partners, and exchanges with which we deal. It is a 
monumental task. It's a project that is larger than any that Canadian banks have 
undertaken. However, | want to assure you this morning that Canadian banks are 
well positioned. Our target date of December 1998 to have all our systems 
individually compliant, ready for street testing, and ready for testing with external 
companies, is on schedule.... 


[We're also dealing with our suppliers, our customers and exchanges.....Basically, 
we are managing our critical vendors and critical exchanges. We are asking them 
for detailed project plans and using that to manage the whole process.... 


The survey of the CBA members in 1997 basically indicated that, on average, each 
major Fls (6 of them) was going to spend $100 million on this. This represented 600 
person years of effort, plus a lot of capital expenditure in equipment to upgrade. 


Frank Riddell - Toronto Dominion Bank 


Although this sector has a vested interest in ensuring that their clients are also 
prepared for the Year 2000 challenge, the Committee is very pleased to see how much 
this sector is striving to help others. The Canadian Bankers’ Association sent out a 
package to over 800,000 bank customers on the Year 2000 problem. Several of the major 
financial institutions also offer tool kits and other material to help Canadian business 
prepare for the Year 2000. 


The banking industry has been working for some time to communicate with our 
clients, both borrowing and non-borrowing, to raise their awareness of the potential 
impact that Year 2000 may have on their businesses. To help inform them, we have 
produced a variety of literature including brochures and newsletters... The Internet 
web sites for various banks also include information on what the bank is doing to 
prepare itself, as well as tips and guidelines for businesses undertaking their own 
projects to resolve their Year 2000 challenge. ... 
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I'd like to add that clients are also referred to the Industry Canada Strategis web 


site, which provides excellent information for businesses on how to get started on 
the Year 2000 compliance plan. 


As lenders we wish to bring value to our client relationships. We certainly don't have 
solutions for all the unique challenges of businesses. However, our wide exposure 
to many businesses and how they are doing things can be of assistance to our 
clients in helping them to identify the presence of Year 2000 risk. 


Gerry Beasley - CIBC 


Given the potential consequences of a business not preparing for the Year 2000 
challenge, the banks have now included a company’s state of preparedness as a factor in 
assessing requests for loans. 


AS | indicated, lenders have already begun to ask Year 2000 questions of their 
clients during the annual credit review process or through separate Year 2000 
questionnaires. 


There are some typical questions. Do you have a plan? Who is responsible for the 
plan? What does the plan include? What is the budget for your Year 2000 
conversion efforts? The last one is very important: what contingency plans do you 
have in place? 


Gerry Beasley - CIBC 


The Committee was encouraged to hear that even with all the resources the banks 
are expending on resolving the Year 2000 problem, they also have contingency plans. 


We have hot sites available in the event that different parts of the organization are 
not capable of operating .... [We've actually had ample opportunity to test those 
facilities ... We will use that framework in order to ensure that if one or more of our 
operations are not operating on January 1, 2000, then we have the back-up and we 
have whatever the alternative is to be able to operate. It is very much a part of our 
planning within the existing framework for business recovery to be able to deal with 
any aspect of the facilities that do have an interruption at that time. 


Gerry Beasley - CIBC 


The Committee heard concern that although our banking and financial sector was 
preparing for the Year 2000, its counterparts in other parts of the globe may not be. This 
lack of preparation in other countries could potentially lead to bank failures abroad that 
might make international trade more difficult. 


We know that the third world, including Asia, is not going to be ready. We know on 
that account that there are going to be massive bank failures across the entire 


region. 
Jennifer McNeill - Cipher Systems 


MANUFACTURING 


This vibrant part of our economy produces everything from clothing and shoes to 
automobiles and high tech equipment. Although the Committee heard separately from 
individual manufacturing firms such as Nortel and the automobile manufacturers in other 
round tables, this sector was examined as a whole because of the inherent difficulties with 


embedded chips that must be solved by this sector. The association representing this 
sector accounts for more than 75% of the total manufactured output of Canada. 


This sector pointed out that its key concern is embedded chips, a problem only 
recently appreciated. Manufacturers will face difficulties as they try to repair and test their 
systems while maintaining production. 


The manufacturing sector has only relatively recently come to realize the full 
dimensions of the factory floor situation. Manufacturing enterprises employ a range 
of specialized equipment on the factory floor, such as programmable logic 
controllers, dedicated PCs, and embedded systems. If such equipment is working 
effectively, it often does not need to be replaced. Unlike other business 
environments, where the technology will roll over frequently, and in many cases on 
the factory floor, once technology works, you leave it in place and it does its job. As 
a consequence, factory floors are full of equipment that is not Year 2000-ready. 
Estimates from some of our key members indicate that well over half of shop floor 
technology is not Year 2000-ready, and these organizations estimate that the cost 
of fixing this factory floor problem will be roughly twice that or the cost of the fix for 
the PC and mainframe problem that these organizations face. 


For much of this technology there is not automated or factory means of making the 
fix, nor is there any means of altering code that is embedded into chips that control 
factory floor technology. The factory floor must be audited, and where a unit is 
questionable it must simply be replaced. As many factories are continuously 
operating entities, the fix must take place as an additional element of already 
crowded maintenance schedules. For our membership the full dimensions of this 
issue have begun to unfold, and what had seemed like not a straight forward issue, 
but certainly a smaller issue than it is has come to our membership to appear to be 
a much larger one. 


Brian Collinson - Alliance of Manufacturers and Exporters’ Association of Canada 


Another area of concern voiced by manufacturers was the possibie disruption to their 
supply chain, particularly from sources outside Canada and the US. 


[Issues with respect to supply chain. The alliance has particular concerns with 
respect to maintaining the integrity of networks of suppliers that form the structure of 
Canadian industry. While some industries are putting a great deal of effort into 
ensuring the Year 2000 readiness of the network of suppliers, it is not at all evident 
at this point in time that it will really be possible for all enterprises to ensure that 
their third and fourth tier suppliers—that is, the suppliers to the suppliers to the 
suppliers to the suppliers and so on will really be Year 2000 ready and that there 
really are mechanisms in place to guarantee that at this point in time. 


Given that a strategic failure by a supplier can grind an entire industry to a halt, the 
alliance is concerned with the need to establish effective mechanisms to ensure that 
all suppliers to manufacturers are Year 2000 ready .... 


[We share] concern about conditions in other countries and other parts of the world, 
in our case from the perspective of certainly import but also very much export as 
well. 


Brian Collinson - Alliance of Manufacturers and Exporters' Association of Canada 


In this sector it would appear that the larger companies are dealing relatively 
successfully with Year 2000 problem and have completed almost 60% of the required 
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work. The Committee was told that information on smaller manufacturers was not known 
but that a survey was being conducted at the present time. 


We estimate at this point in time that among our major manufacturers, the ones that 
we would consider to be the top 20% in size... our estimate is that those members 

- are on average somewhere between 55% and 60% complete on their program so 
we are a little more sketchy in impact as you move down to size. 


Brian Collinson - Alliance of Manufacturers and Exporters' Association of Canada 


Given the uncertainty over the level of preparedness within this sector, the results of 
this survey should be made public when they are available with a copy sent to the 
Committee and the Year 2000 Task Force. Furthermore, with the inherent problems of 
evaluating, testing, and replacing embedded chips and the possible supply difficulties, all 
manufacturers should start immediately to solve their Year 2000 problems and target the 
end of 1998 for completing this phase. This will leave almost a year to correct other 
problems. 


This sector made a number of recommendations to the Committee including 
establishing dispute resolution mechanisms. 


[W]e believe that the government should do all in its power to emphasize the gravity 
of the Year 2000 problems in the Canadian business community, and to small 
business in particular. It should seek for opportunities to both educate the business 
community on all aspects of the problem and also to assist small and medium size 
businesses in developing appropriate in-house strategies to address the problem. 


Secondly, we believe that the government of Canada should use every means at its 
disposal to ensure that governmental and quasi-governmental infrastructure 
essential to business and industry has attained the necessary level of Year 2000 
readiness and to ensure that a transparent government-wide strategy for Year 2000 
readiness is put in place. 

Thirdly, the alliance would recommend that the government should take any and all 
human resources and immigration actions available to it to increase the available 
pool of labour with respect to the necessary technical skills to assist in the solution 
of the problem. .... 

Fourthly, in conjunction with the provincial governments, the provincial law societies 
and relevant trade associations, the alliance recommends that the government 
should undertake a thorough investigation of channels of alternative dispute 
resolution that may be available to stem the coming tide of Year 2000 related 
litigation, which we believe may be, equally disruptive in its dimensions to the actual 


problem itself. 
Brian Collinson - Alliance of Manufacturers and Exporters’ Association of Canada 


RETAIL SECTOR 


The Retail Council of Canada spoke for the Canadian retail sector before the 
Committee. It represents 6,500 retailers across the country as well as 100 sectoral 
associations. The retail sector employs over 1,200,000 Canadians and had total sales of 
over $225 billion for 1997. Based on the results of its two surveys, the status of this sector 


is improving but generally not acceptable. The Committee is concerned with the current 
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lack of progress, especially by the small and medium-sized members of the Retail Council 
who are still not preparing to meet the Year 2000 challenge. = 


In mid-1997, the Retail Council of Canada surveyed the industry—small, mid and. 
large sized retailers—to identify the level of readiness to Year 2000...Retailers, | 
basically were asked, in mid-1997 to rank their company's preparedness for the: 
Year 2000 on a scale of 1 to 10, with 10 being “ready”. Most initially picked four as: 
the right number, and after discussing the issue in more detail with them over the 
phone and during focus group meetings, the score was closer to two... 


As of last month (February 1998) the survey was repeated, and we are pleased to 
say that it has gone from a low two to about a five and a half, with large members 
closer to seven and small members closer to four. 

There is no doubt that the issue is especially critical at the level of small and 
medium retailers. Large businesses are much better prepared than the majority of 
those operated by our members. However, large retailers make up a major chunk of 
the industry, although their number does not exceed approximately one hundred. 
We represent over 6,500 small and medium businesses. So this is a very big issue. 


Diane Brisebois - Retail Council of Canada 


This sector feels that one of its major challenges will be to ensure the availability of its 
supply of products from outside Canada because many nations are not preparing for the 
Year 2000. This could cause a disruption in merchandise. 


One of the biggest challenges for retailers in Canada... is that about 70% of our 
retailers depend on imports. They buy from Asia and the third world countries. 


Diane Brisebois - Retail Council of Canada 


The Committee was told that members of the Retail Council feel that suppliers of Year 
2000 compliant software and Year 2000 consultants have increased their prices 
excessively. 


Let me close by saying that this is our biggest concern and our biggest challenge. A 
lot of our small to medium-sized companies are being held hostage because of the 
cost of the software and because they need to rely on a third-party consultants to 
provide the assistance as required. | can assure you that has become a major 
problem in our sector. For approximately 70% of our members, their number one 
concern is the fact that they were quoted in the past, for example, $1,000 for a 
software package, and they are now being quoted $20,000 for the same software 
package. So it is of great concern, because not only do they need to comply, but 
they also need to ensure that they can survive past the year 2000, providing the 
products and services that their customers requires. 


Diane Brisebois - Retail Council of Canada 


Recommendation 15 


That the Ministers of Foreign Affairs, of International Trade and of 
Transport discuss Year 2000 preparedness with Canada's trading partners 
to ensure that international trade is not disrupted. 
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SMALL AND MEDIUM-SIZED ENTERPRISES 


. Throughout the hearings the Committee heard testimony about small and medium- 
sized enterprises (SMEs) in many of the sectors that it examined. The Committee was 
told repeatedly that the SMEs are the main business group that is not preparing 
adequately for the Millennium Bug. The Committee was informed that SMEs, at least 
those surveyed by the Canadian Federation of Independent Business (CFIB) are well 
aware of the problem, but most are just not acting on it. 


[W]e actually got reasonably similar results to the Stat Can survey in aggregate, for 
example, the awareness level being quite high that there was some issue hanging 
out there in the Year 2000. People might not have necessarily known about it in 
detail, but they certainly were aware there was some issue. The Stat Can survey 
got an awareness level of about 91%. We got one of almost 97% in our Survey and | 
think the fact the surveys were done about five to six months apart probably played 
a role in that. There's definitely been an awareness increasing over the last six to 
eight months period of this issue among the business community and | believe that 
showed up in our results. ... 


Although these results suggest that there certainly is a good chunk of small and 
medium-sized firms out there that are doing something about it, | still don't think that 
we can by any stretch be complacent. There's clearly a problem. .... 


20% or 22%, that's a significant chunk who feel they don't have time to deal with it 
or they don't have the money or the resources to deal with it. | thought that was 
probably one of the more problematic findings we had in our Survey. 


Catherine Swift - Canadian Federation of Independent Business 


The Committee was told that there is too much complacency amongst SMEs, whose 
entrepreneurial spirit may give rise to excessive optimism. 


[T]here's still too much complacency out there about this issue. In many instances it 
won't be difficult to fix for a small firm but in many it will and that's where we have 
focused our efforts on, not trying to be Chicken Little and pretend the sky's falling 
because that's not likely an effective communications strategy either, but to very 
much say you'd better get on it now so you're ready ahead of time. That's not such 
a terrible thing, instead of waiting until the last minute and then finding that you're 
going to have trouble and to go through that testing phase because that is essential. 


Our survey results certainly take people's opinions, which is what all surveys do, 
and we're going to continue to do so. In our history, | think small business owners, 
and frankly, | think this would probably extend to large business executives as well, 
probably tend to be a little more over-confident, or they wouldn't be doing what 
they're doing. 


Catherine Swift - Canadian Federation of Independent Business 


A common problem, particularly with owners-operators of SMEs, is the belief that the 
Millennium Bug will solve itself or that it will not affect them. 


When we received the results of the survey [taken in February 1998], the majority of 
our members representing again small to mid-size firms had basically three 
comments to make: this won't effect me or my business, and even if it did it won't 
be a problem until January 1, 2000; the silver bullet solution is out there and 
someone will discover it; and the Year 2000 problem is over exaggerated. 


Diane Brisebois - Retail Council of Canada 
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The Committee is deeply concerned that, after all the awareness campaigns and 
news coverage, so many business people do not appreciate the extent of the problem nor 
realize that waiting will only make things worse. 


A lot of them (business owners) are probably right (about being able to fix the Year 
2000 later), but the fact that a) they're going to have to probably pay through the 
nose for some of that, which | don't think people have factored in sufficiently—and 
some of them are going to be wrong because they're going to think they can do it all 
in three months or six months and they're going to find they can't, but then it will be 
too late to fix it and they'll be having manual system contingencies or things like 
that. 


Catherine Swift - Canadian Federation of Independent Business 


Some of the witnesses pointed to the impact on local economies if even a small 
percentage of SMEs fail because of a lack of preparation for the year 2000. 


Our concern is with the many small businesses throughout the country that have the 
potential, if they don't deal with this the way we are, of impacting local economies in 
many small towns. We have many small dealerships. We're not a large organization 
like the other companies here, but a small dealer in Chicoutimi might have 17 staff. 
lf his dealership can't operate effectively on January 1, 2000... This is just a small 
indicator, but there are many small businesses that could be affected, and | think 
that has a huge potential for impact. Certainly all of us do individually, but 
collectively | think the small businesses are a scenario that is probably being 
overlooked. 


Brian Mason - Toyota Canada 


There's also going to be opportunities that come out of this and small firms will take 
advantage of those. So although there definitely will be bankruptcies, I've no doubt 
about that for a moment. , 


Catherine Swift - Canadian Federation of Independent Business 


Numerous witnesses asked the government to provide leadership and various forms 
of assistance for SMEs. 


From our standpoint today, I'd like to leave the message that we would like to see 
increased government leadership, awareness campaigns, and possibly solutions for 
small businesses. Help them understand that there is a need to go in and take a 
serious look at their business, use external auditors (if necessary) identify the 
critical issues, and validate any project plans if they do have plans in place. 


Brian Mason - Toyota Canada 


[Flirst is to state that we support the recommendations of the task force Year 2000. 
The retail council urges this committee to consider small business solutions through 
education, the identification of affordable resources, and financial assistance 
program. 


Third, retail council believe that this committee and the Government of Canada can 
assist all retailers, and specifically small businesses by developing a program to 
ensure that software and hardware products, which are available for sale in 
Canada, are century compliant. 


Diane Brisebois - Retail Council of Canada 
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THE FEDERAL GOVERNMENT 


___ The federal government provides a wide range of services for Canadians, both to 
individuals and the business sector. The government provides benefits and services to 
Canadians such as employment insurance and old age security. For the business 
community, it provides numerous services such as customs. Canadians expect their 
government to provide a wide range of services including essential functions such as 
assistance in the event of an emergency, national defence, and federal policing. Given the 
diverse range of services offered by the federal government, the Committee examined the 
government from several different standpoints. In its oversight role as a Standing 
Committee of the House of Commons, the Committee had already started last fall to 
examine the areas within government for which it is responsible. In this study it examined 
how well the federal government was preparing to ensure that Canadians continue to 
receive uninterrupted services after the new millennium arrives. During the review of the 
latter area, the Committee decided to examine emergency preparedness. These services 
would have to step into any areas within the country that encounter major difficulties with 
the Year 2000 problem. The Commitiee also examined the support and assistance the 
government was providing to the private sector. 


OVERALL STATUS OF THE FEDERAL GOVERNMENT 


The witnesses informed the Committee that the government has been working on this 
problem for several years. They confirmed that since the Auditor General’s report, based 
on information from the spring of 1997, the overall status of the government has improved. 
The Committee heard that last fall, the federal government's overall status of completion 
for its Year 2000 conversion was 44%. It was noted that not all departments are at the 
same state of preparedness, with some such as Statistics Canada and Revenue Canada 


being the most advanced. 


The Canadian government began work on the compliance for federal systems long 
before most countries, and we're pleased we started at that date. In 1988 the 
Treasury Board secretariat initiated a four-digit date standard and many 
departments began the repair work at that time. Today Canada is recognized as 
oné of the leading countries on this issue, along with Australia, the United States 
and the United Kingdom. The government has implemented a twofold approach to 
deal with the problem within the chief information officer office, which | head. Within 
the Treasury Board Secretariat we have established a project officer to monitor, 
assess and facilitate the conversion of federal government systems... 


There's an organization called the Gartner Group, which is a wellre-cognized 
technology specialist firm in the United States. They indicated, that for large 
organizations, as of last fall, we should be at a 45% state of completion. Our state 
of completion for the federal government was at 44%, based upon an index that 
they applied that was based upon our survey of all departments across government. 
So it would indicate that we had made considerable progress in terms of achieving 


a target. 
Paul Rummell - Treasury Board of Canada 
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For instance, Revenue Canada and Statistics Canada are the most advanced, and 
those are the types of departments that can give you the kind of assurances that 
you're asking for. 


Grant Westcott - Senior ADM Review Team on Year 2000 Readiness 


Certain departments are further ahead. We have some small departments and 
agencies that are finished, and that is just great. But we have others.... Revenue 
Canada has done a fabulous job in dealing with this issue. HRDC, for the social 
programs, is right on target. They are doing just a tremendous job. 


We had some other departments that were running behind. Environment Canada 
was running a bit behind, but they are right on target now. They have done a great 
job in managing the conversion work at Environment Canada. 


Paul Rummell - Treasury Board of Canada 


Government witnesses appeared confident that they would have the mission-critical 
systems operational on time. Their target date for these mission-critical systems was 
generally the end of 1998, with some not being ready until April 1999. 


Again, for the mission critical systems - systems that are important to the health, 
safety and well-being of the public - our objective is to have those converted and 
start testing operations this year. Some of them are set for the latter part of the 
year, some of them are converted, and some of them we'll start testing this summer. 
So we allow a great deal of time for testing. 


Paul Rummell - Treasury Board of Canada 


The general deadline is April 1 next year. That's what most departments are 
targeting for, in order to leave nine months of leeway in case there are any 
problems. And there will be problems. We know that. 


Grant Westcott - Senior ADM Review Team on Year 2000 Readiness 


The federal government estimates the cost to correct the Year 2000 problem to be 
about $1 billion. Some witnesses noted that it is not uncommon for the actual costs to 
escalate by a factor of three to five times from the initial estimates, particularly as a result 
of uncertainty of the costs to correct the embedded chip problem. 


The issue of funding was a little bit problematic, because we found there was a lack 
of clarity as to what the strategy would be to solve the problem. It's estimated that at 
the federal government level alone it will cost in excess of $1 billion to fix this 
problem. Departments are capable of handling roughly half of this. Our finding was 
that we should make sure there are absolutely no impediments to progress because 
of funding issues. 


Grant Westcott - Senior ADM Review Team on Year 2000 Readiness 
There was a basic lack of understanding of the complexity of the problem. As you 
delve into this thing more and more, the analogy used in the industry is it's like 
peeling back the layers of an onion. It gets more and more complicated and more 


and more tearful as you dig deeper....Usually the factor is between three to five 
times.. 


Peter de Jager - de Jager & Company 
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The Committee was informed the government had established a loan fund for 
departments to help them pay for the costs of correcting the problem. 


The Department of Finance has agreed to establish a loan fund, and departments 
requiring incremental funding can avail themselves of that loan. On the secondary 
part, in terms of repayment, the finance department has also agreed that the 
repayment schedules will be established in such a way that they don't affect service 
to the public or cause any more downsizing of the public service. 


Grant Westcott - Senior ADM Review Team on Year 2000 Readiness 


Members of the Committee feel that this approach ignores the true costs associated 
with the embedded chips system in sophisticated government systems ranging from 
scientific equipment in laboratories and testing facilities to the large number of embedded 
chips found in government ships and aircraft. From what the Committee understands of 
the Year 2000 issue, this approach seems inappropriate for funding the remedial action for 
the embedded chips found in the operational equipment excluding computer systems that 
departments require to fulfil their mandated service to the Canadian public. 


Recommendation 16 


That the government review funding mechanisms for departments with 
embedded chip problems. 


The Committee was pleased to hear that the federal government was making 
attempts to work with the provinces on this issue. Each level of government faces many of 
the same issues and all levels need to be able to interface properly with their various 
computerized systems to ensure that services are provided. 


We have had meetings to discuss coordination on Year 2000. We have a special 
group with the provincial governments for the Year 2000 leaders across the 
provincial governments. Yesterday (11 March 1998), | just concluded a day and a 
half meeting with the chief information officers of the ten provinces and two 
territories, and one of the top items for discussion was our mutual coordination for 
preparedness for the Year 2000. 


Paul Rummell - Treasury Board of Canada 


The Committee was informed that the Senior ADM Review Team on Year 2000 
Readiness made 19 recommendations and that the government has responded positively 
to them. Its report, the Braiter-Westcott Report, along with the government reply, has 
recently been posted on the federal government Year 2000 Internet Site. 


It (the report) contains 19 recommendations ... 


The first of our recommendations really deals with the question of raising 
awareness of the problem itself and ensuring that the right of priority is afforded by 
ministers and officials to the issues accordingly. 


We have recommended—and this recommendation has been accepted—that the 
Year 2000 be considered to be a top priority of the government until it's solved. ... a 
letter is being sent from the Prime Minister to ministers and also from the President 
of the Treasury Board and the Clerk of the Privy Council to deputy ministers 
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clarifying accountabilities and ensuring that ministers and deputies are aware of the 
fact that it is a top priority of government. .... 


We have recommended that all discretionary systems activities be suspended until 
such time as the Year 2000 problem has been fixed, and any exceptions to that 
have to be justified to the President of the Treasury Board.... 


With respect to the government's regulatory role, we found, from our discussions 
with the 21 departments we met with, that there is an inconsistency as to the 
government's position on this. After consulting with our legal counsel, we have 
concluded that Canadians will be best served if government takes a very proactive 
approach to its regulatory obligations. Our recommendation on that aspect was to 
establish a multi-departmental committee of deputy ministers to in fact get the 
federal government's position clarified, and that there be a very proactive stance 
taken in that regard. .... 


He's (Paul Rummell) already met with officials at the provincial and federal levels, 
and we're suggesting that the Minister of Treasury Board and the Minister of Public 
Works also meet with their counterparts at the provincial level in order to share best 
practices and to make sure there is a complete awareness of our interdependencies 
between the federal government and the provincial governments. 


Grant Westcott - Senior ADM Review Team on Year 2000 Readiness 


The Committee noted with interest the importance of the assumption of Year 2000 
accountability by senior management. In the case of the government, it would be the 
ministers and their deputies who are accountable. 


It's interesting when we briefed ministers and deputy ministers on this issue, there 
was a Clarity of accountability. They understood operationally their responsibilities. 
...We have not at this point devoted a significant amount of resources to 
contingency planning, because we do not want to divert attention away from the 
main problem. But the notion of contingency planning-will start in the fall of this 
year... The overall target date to have this problem resolved across the federal 
government is next April (1998), so that we have one year in order to ascertain 
whether everything is going to work properly or not. ..... 


We have agreement amongst the deputy ministers and the cabinet ministers that if 
there are departments that are in serious trouble next spring, then we will introduce 
this concept of triage, which is what you're talking about, actually moving resources 
from one department to another. 


So if you're looking for a critical point, it will be a cabinet discussion, without 
question because it does affect ministerial accountabilities, and it will take place 
next spring when we do another review of the situation. 


Grant Westcott - Senior ADM Review Team on Year 2000 Readiness 


We're preparing contingency plans for our foreign service, for example, to deal with 
the situation in different countries overseas because we don't believe that other 
countries are as well prepared as Canada. We want to be sure that those people 
are looked after and are safe. We also want to be sure that our citizens overseas 
who are celebrating the millennium are looked after as well, so we're making sure 
that appropriate plans are made. I've had a chance to review those plans and 
they're really coming along quite well. They're excellent plans and | think they've 
taken this very seriously. 


Paul Rummell - Treasury Board of Canada 
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One government witness suggested that the Committee call for a status and progress 
update this fall to ascertain the federal government’s progress. 


| would recommend that this committee call for another review in the fall, because 
the federal government will be doing a review at that time. That's the nature of what 
we re trying to do, so that we try to make it as surprise-free as we possibly can. 


Grant Westcott - Senior ADM Review Team on Year 2000 Readiness 


The government has a poor success rate for completing information technology 
projects. The Auditor General pointed out in his 1997 Report "Based on experience with 
past audits of systems under development, we are concerned that some of these 
replacement systems may not be implemented in time to counter the Year 2000 threat. As 
noted in past audit reports, historically only 16% of systems were delivered on time and 
within budget." The Committee will follow with interest the federal government updates on 
their Year 2000 conversion work. 


Recommendation 17 


That the government of Canada strengthen the coordination of its 
responses to the Year 2000 challenge to ensure that private sector 
readiness is not hampered, and that public and private institutions have 
access to the federal information they need. 


EMERGENCY PREPAREDNESS 


One of the roles of the federal government is to come to the assistance of the 
provinces and territories in the event of an emergency. Although the best plan is always to 
avoid emergencies, with the Year 2000 problem it is probable that some mishaps will 
occur. The Committee was informed that the Prime Minister's Office had asked 
Emergency Preparedness Canada to start working with the provinces to prepare the 


necessary plans. 


| think we would have to have contingency plans in that respect, and it's my 
understanding, through information we've been provided at the interdepartmental 
working group, that out of the discussions with the Prime Minister's office they are 
now tasking Emergency Preparedness to start working on those types of 
contingency plans in order to protect Canadians in this situation. 


Ted Eedson - Embedded Systems Sub-Committee 


One of the recommendations of the federal government Senior ADM Review Team 
on Year 2000 Readiness was that Emergency Preparedness Canada should be 
strengthened and should, after assessing the risk to infrastructure services, develop 
contingency plans. The government response was “Emergency Preparedness Canada 
(EPC) will assess any government-wide mission-critical systems deemed at possible risk 
in the fall of 1998 and will assist in the development of full contingency plans. EPC has 
established a liaison with their provincial counterparts to address the issue.” The 
Committee is encouraged by the government response. Hopefully, we can prepare 


properly and avoid these problems. 
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Our concern, though, on the wider stage with the Y2K issue is, in a nutshell, 
consequence management. Those of us in the emergency preparedness and 
response business concern ourselves not so much with the cause of emergencies 
and disasters but with their management and resolution. Obviously the preferable 
route is prevention, and that's very much what is being stressed within the federal 
government, with respect to the Y2K problem. We want to prevent the problems 
from arising in the first instance. 


Regardless of what gives rise to emergencies or disasters, and the causes are 
numerous, the response capabilities have a lot of commonalities. Our entrée into 
this situation is to in essence monitor the developments as they proceed with 
respect to the resolutions of the Y2K problems. A little further down the road, as we 
gather more information about the state of our preparedness and are in a better 
position to assess the risks of Y2K that might result in serious consequences and 
would need to be managed, we will be in a better position to do that risk 
assessment, compare it with the standing preparations in place to deal with 
emergencies and disasters of all kinds, and assess whether or not special 
preparations beyond that are necessary and warranted and what their nature should 
be. 


Eric Shipley - Emergency Preparedness Canada 


One of the organizations that is frequently called upon to provide support and assist 
others in the event of a major disaster is the Department of National Defence. 
Unfortunately the Committee was disappointed to hear the current level of preparedness 
of this Department. 


In terms of the status, when we looked at the number of systems involved, we found 
initially about 350. That has grown as we do more and more examinations. We have 
about 60 tasks currently underway. In three areas we have undertaken to replace 
those systems. Those are the areas of human resources, finance, and in the supply 
management. In the cases of the human resources and finance systems, those 
implementations are proceeding as we speak, with brand-new Solutions that are 
Year 2000 compliant. The supply chain upgrade project has already been updated 
to be Year 2000 compliant in case the new system is not ready that time. It's a very 
large project, and we want to make sure that we are not depended upon its delivery 
for the supply system to be in full function as we go into year 2000. 


There are obviously a lot of embedded situations with major weapons systems, and 
they're being addressed through the various contracts. 


Certainly when | look at the finance industry, | saw we were somewhat slow to the 
task. | believe that | have the most senior attention to this. 


Howard Dickson - Department of National Defence 


How can the Department of National Defence hope to help others if the Department 
itself is not ready? 


Recommendation 18 


That the Department of National Defence accelerate the completion of its 
Year 2000 compliance program, and start finding solutions at the same 
time as preparing emergency preparedness contingency plans. 
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Another support organization that is actively involved with helping to overcome 
emergencies is the RCMP. The Committee heard that, although this Department was 
badly prepared in the spring of 1997, it has made enormous strides to catch up. 


The RCMP has declared the Year 2000 project to be its number one priority. We 
have cancelled, suspended, and delayed a number of information technology 
projects to ensure that we are able to deploy every resource, both fiscal and human, 
SE ee ensuring that we will not be adversely affected by the Year 2000 
problem..... 


In early February, | asked the Treasury Board Secretariat Year 2000 project office 
to come to the force to re-evaluate the status of the RCMP's preparedness. Last fall 
we were rated at 9.9% state of preparedness, when other departments on average 
were at 25%, which is a significant gap. In the intervening four months we rose to 
42.8%, when the government average should have been at 45%. To quote the 
Treasury Board evaluation team, it was a significant improvement. ... 


[W]e have declared 16 systems as being government-wide mission critical, and 7 of 
those are already Year 2000 compliant. We also have 19 departmental mission 
critical systems, and 7 of these are also compliant. In total, 40% of our mission 
critical systems are already Year 2000 compliant. ... 


[O]ur plans are to have most of the remaining systems converted and put into 
production prior to the end of this calendar year. Those that will not be finished— 
and there aren't many—are scheduled to be completed in early 1999. 


David Morreau - RCMP 


The Committee was also encouraged by the RCMP’s active role in trying to work with 
communities it polices to be ready for the year 2000. 


We've already opened discussions with the British Columbia government's Year 
2000 Project Office to understand where they are in their Year 2000 preparedness 
and we will be engaging other provincial officials in the coming months. Once we 
understand where the provinces and municipalities are with respect to their Year 
2000 preparedness, we can then engage in the necessary contingency planning 
that will be required to ensure we are able to provide the necessary support to 
Canadians as a whole.... 

It is our intention that by sharing our knowledge of the Year 2000 with all 
departments in the provinces and by working together we will be prepared. 


David Morreau - RCMP 


FEDERAL GOVERNMENT SUPPORT TO THE PRIVATE SECTOR 


The Committee heard some positive testimony from witnesses on some of the 
- measures from the federal government to help the private sector overcome the Year 2000 
problem. One of the government's first concrete measures was establishing the extremely 
influential and highly regarded Year 2000 Task Force. Its work is on-going and it will 
report back to the Minister of Industry later this summer after it has had a chance to 
analyze the follow-up survey by Statistics Canada on the level of preparedness of 


Canadian businesses. 


Most sectors of the economy, including the government, noted the shortage of 
qualified personnel to help fix the various Year 2000 problems. Trying to correct the 
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numerous problems related to the Millennium Bug has only worsened a chronic shortage 
of high tech personnel in Canada. 


As we know, there is an urgent need for skilled computer and software workers in 
Canada to address the Year 2000 challenge as well as other areas. The demand for 
these and other key highly skilled workers is worldwide. There is global competition 
for the same type of skills as we require in Canada. In fact, Canadian workers are 
lured away from Canada to other countries in light of this intense competition 
globally for these workers. As a result of this intense competition, Citizenship and 
Immigration and Human Resources Development Canada are working together with 
the industry to try to facilitate the entry of these highly skilled workers into Canada. 


Joan Atkinson - Citizenship and Immigration Canada 


The Committee heard of a pilot project that the government had set up to expedite the 
processing of temporary foreign information technology workers. 


Recommendation 19 


That the current Citizenship and Immigration Canada Pilot Project for 
Software Professionals be extended to at least 2001 and that consular staff 
abroad become involved in searching out qualified Year 2000 personnel for 
Canada. 


The Committee is aware that easing access for temporary workers is but a small 
portion of the overall solution. 


I'd like to end by emphasizing that immigration is ...only one component of a 
complete human resource strategy to deal with the issues arising out of shortages 
in this sector. Temporary foreign workers can provide a quick fix, but they are not a 
long-term solution. Canada's attractiveness as a temporary or permanent 
destination for foreign workers can quickly change as competitor countries improve 
their environment. The long-term labour supply pool must be based, obviously, in a 
domestic labour market. 


Joan Atkinson - Citizenship and Immigration Canada 


By far the major part of skill needs will have to be met from within Canada. Year 2000 
date windowing techniques will not be in demand once the millennium passes and even 
languages such as COBOL will be in lesser demand. The Committee thinks that attracting 
sufficient people into such training courses will not be easy because the skills they will 
acquire will not have a long-term future. 


The Committee was also encouraged to hear of the government's efforts to provide 
information to Canadian businesses. These initiatives include the creation of the Year 
2000 Task Force whose efforts are well known. Industry Canada, working with the Year 
2000 Task Force, created an excellent Internet site called SOS 2000, part of the Strategis 
Internet site, which offers SMEs assistance to solve the Millennium Bug by providing 
advice and checklists. The government is also making available on the Internet its own 
internal list of Year 2000 compliant products. 


Concurrent with the activities that we started within the Treasury Board secretariat, 
we also started work with Industry Canada to work with Canadian industry. | had the 
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pleasure of being an ex officio Task Force 2000 member. | was the chair of a 
working group of chief information officers. We continue to work closely with 


Ud Canada to ensure cooperation and collaboration across industry in 
anada.... 


However, there is really no room for complacency at any level of government or 
industry or organization across the country. Our objective within the Treasury 
Board Secretariat and through the efforts at Industry Canada is to accelerate the 
pace of efforts and to increase collaboration with Canadian industry, government 
departments. | just finished a two-day meeting with the provinces and one of the 
chief topics was this subject... 


Industry Canada, through their Strategis site, which has millions of visitors every 
month, has tremendous information on the Year 2000. 


Paul Rummell - Treasury Board of Canada 


Our guiding principles are that we will share information, and we are using the 
Public Works and Government Services-managed vendor information database (on 
Year 2000 compliance). That database is currently available to the Government of 
Canada, but we have been told that by April 1 of this year that site, which is an 
intranet site, will be opened up to the Internet and will therefore be available to the 
public. It's a searchable database with information on the products we have 
garnered from the industry. 


Ted Eedson - Embedded Systems Sub-Committee 
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CONCLUSIONS 


The Committee has not yet completed its first round of hearings to evaluate Canada’s 
level of preparedness for the Year 2000 problem. Even without the input from important 
Stakeholders such as the Canadian Bar Association on the ramifications and legal issues 
associated with due diligence, the Committee was able to come to a number of 
conclusions concerning Canada’s status in preparing for the Year 2000 challenge. In most 
respects, the problems and recommendations noted by the Year 2000 Task Force remain 
valid and the situation has not improved substantially in the business sector during the 
three months since the Report was published. One of the major differences between the 
assessment by the Year 2000 Task Force and this Committee was that this Committee 
was not limited to the business sectors. The Committee also reviewed some of the key 
public sectors such as the health sector and the federal government. 


Overall, some areas of the economy are progressing well towards being Year 2000 
ready, and a few sectors claim that they will be ready later this year. At this time no one is 
truly Year 2000 ready. In some cases parts of organizations or particular products or 
services may be Year 2000 ready but even in these cases they have not yet been fully 
implemented and tested in the real world with everyone else’s system. So even those 
areas that have planned well in advance and are implementing comprehensive solutions 
are far from actually being able to guarantee that their systems will work. 


The Committee heard on numerous occasions the no one will or could guarantee at 
this time that everything will work on January 1, 2000. Too many variables exist and 
accidentally overlooking a trivial problem could cause errors. 


The search for 100% assurance is the search for the Holy Grail. It is not going to 
happen. On January 1, 2000, you find out whether you got everything. 


Software has bugs. It has been proven in the universities and the academic world 
that it is impossible to prove that a program does not have bugs. If you're asking for 
assurances from anyone that you are done, complete, finished, have no problems, 
you're not going to get the answer. There is no assurance, I'm sorry. 


Peter de Jager - de Jager & Company 


Notwithstanding the impossibility of being 100% certain, the fact remains that many 
elements of the economy are not yet taking the necessary action to at least give 
themselves a fighting chance of coming through this major challenge relatively unscathed. 
The public utilities and the health sectors in particular raised some serious concerns for 
the members of the Committee. 


ACCOUNTABILITY 


The Committee heard on a number of occasions of the importance of due diligence 
and of the need for accountability. In fact, the accountability required from the CEOs and 
company directors within the private sector was cited as a motivator to ensure that action 
is taken to overcome the Year 2000 challenge since they could face legal action if they or 
their companies have failed to show due diligence. Similarly in the public domain, elected 
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officials must be held accountable, the Prime Minister for the federal government, the 
premiers for the provinces and territories, and regional chairs and mayors for their 
jurisdictions. Witnesses before the Committee indicated some concerns on just how well 
the public sector in general was preparing for the problem. 


One of the questions we asked on our survey was how confident the small business 
owner was that other entities were going to be prepared and things like supplier 
networks, customer networks and so on and the people that they had the least 
confidence about were the government agencies and utilities and things along those 
lines. Of course, they're so highly dependent on them, then that has to be pretty 
worrisome. 


Catherine Swift - Canadian Federation of Independent Business 


Recommendation 20 


That elected public officials in Canada accept the challenge to overcome 
the Millennium Bug and ensure that the services that they are responsible 
for function unimpeded on January 1, 2000 and that they work in 
cooperation with the other levels of government. 


LEADERSHIP 


From all the testimony the Committee heard, it was clear that without help and 
support from many areas of the economy, both in the private and public domain, we may 
not be adequately prepared for the year 2000. The consequences of any large-scale 
failures are difficult to imagine but they would not be pleasant. One thing that would help 
to focus the country’s efforts would be clear leadership. 


What is required is for a leader in Canada, perhaps someone like Chrétien, to get 
on TV for half an hour and talk about the issue plainly and frankly in order to 
mobilize industry. 


Until someone of credibility speaks about this issue and helps put aside the notion 
that this is hype and exaggeration generated by consultants, you're not going to get 
the awareness level that you require. Until a political leader gets up and makes this 
the number one priority to the exclusion of practically everything else, we're not 
going to achieve what you want to achieve. We need a leader, and no one has 
stood up yet. 


Peter de Jager - de Jager & Company 


| believe that it would be very beneficial to have a statement from the Prime 
Minister. We have seen a statement from President Clinton, nationally. He was 
interviewed on TV and asked about this, and he did not blow it out of proportion, but 
he did say it is a significant problem that our companies need to address. Even a 
statement as minimal as that would at least make organizations take it seriously and 
start to evaluate it. But the important message that has to come across is that this 
is a business issue because the scope is outside of IT. If they hear again that there 
is a Year 2000 problern, they think IT; they don't think embedded systems, they 
don't think suppliers, they don't think international relationships they have with other 
countries. 


Jennifer McNeill - Cipher Systems 
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The Prime Minister has already written to all cabinet ministers telling them that solving 
the Year 2000 problem is a top government priority and reminding them of their ministerial 
accountability for their own departmental readiness. This is an important initiative, and we 
see a worthwhile opportunity for the Prime Minister and his senior colleagues to remind 
those in the private sector of their own accountability. 


Recommendation 21 


That the Prime Minister of Canada and all senior ministers emphazise to all 
Canadians the importance of the Year 2000 problem. 


Even with clear leadership, we also need to ensure that the necessary support 
mechanisms and tools are available to help make the best use of the available resources, 
best practices and expertise. Although larger organizations are generally better prepared 
for resolving the problem, it remains that, given the consequences of major failures, help 
would be useful for all elements within the economy. 


Most organizations cannot honestly claim a better than 50% on time delivery rate. | 
see no reason for this percentage to change with respect to Year 2000 projects. ... 


When you consider the consequences of failure, these odds are unacceptable. 
Peter de Jager - de Jager & Company 


| refer back to the fact that the task force had a great opportunity to spread the word 
and get people interested. But | do know that in spite of all the mailings and all the 
media, an awful lot of people still don't understand or don't know. And | personally 
don't understand how they couldn't. But we need to be together as a country with all 
parts. | appreciate what you're trying to accomplish with all the phases or aspects 
of the issue. But we need to all be there, and whatever we can do as a team to get it 
done, let's get it done. 


Bob Renaud - Chrysler Canada 


We need a nationally empowered office of some kind to collect reporting 
information, to require it from utilities, to roll it up, to look at it, and to then come up 
with an action plan if one is required. | think that's a way to address it. 


For other jurisdictional areas, such as hospitals, again they are not national or 
federal issues. It's my understanding that those are provincial issues. If you want to 
address them from a national perspective, then | think a nationally empowered 


organization has to be put in place. 
Ted Eedson - Embedded Systems Sub-Committee 


Recommendation 22 
That the First Ministers make the Year 2000 problem an issue at First 
Ministers’ Conferences. 


WORLD LEADER 


The Committee heard on a number of occasions how Canada is considered to be one 
of the world leaders in preparing for the Year 2000 problem. 
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It is my understanding also that Canada, Australia, and the U.K. are foremost in 
Y2K preparedness, with Canada either first or second, depending on who you talk 
to and what month it is. 


lan Nunn - Embedded Systems Sub-Committee 


The Committee was also told that the Year 2000 challenge can be viewed as a 
business opportunity. Those that fail will find that those that succeed could displace them. 
lf Canada takes the lead then our companies will be seen around the world as secure 
sources thus potentially allowing them to expand their markets before the year 2000. 
Further, these opportunities may well be enhanced after Year 2000 related problems occur 
in those countries that have failed to take the problem seriously. 


During the hearings the Committee heard of a number of useful initiatives by banks, 
phone companies and other organizations to have information packages available at client 
service centres and to put flyers in their regular mailings. 


Recommendation 23 


That private sector firms continue to disseminate Year 2000 information to 
their clients. 


ROLE OF PARLIAMENT 


Getting businesses to act, particularly SMEs, remains a major challenge. The 
Committee heard testimony on how individual parliamentarians can help the cause. 


For instance, you as a Member of Parliament have a householder. Is it material that 
we can send out on the householder? Things like that | think we just have to 
basically get it right between the eyes of everybody out there that this is a problem, 
that, as one of the members said, you can't wait until December 1999 on the New 
Year's Day weekend to fix it. The householder, other mailings, things of that nature 
can really make it imperative that everybody understands there's a problem, and 
then leave it to the Fls [financial institutions] to compete amongst themselves to 
come out with the best product to help the small business people resolve that 
problem. 


Kelly Shaughnessy - CIBC 


Recommendation 24 


That Members of Parliament continue to make use of their householders, 
town hall meetings and all other channels to inform their constituents 
about the Year 2000 problem. 


Members of provincial legislatures also have an important role to play here. The 
Committee believes that Parliament is no different from the rest of the economy and must 
be accountable for its own Year 2000 readiness. 
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Recommendation 25 


That the Speaker declare a Year 2000 Test Day for Parliament Hill and 
constituency offices to thoroughly test all equipment. 


COMMUNICATIONS AND AWARENESS 


The witnesses informed the Committee that although the message on the Year 2000 
problem has been sent to most Canadians, action has not started in many areas. Worse 
than this, some witnesses were concerned that Year 2000 fatigue is setting in, possibly 
caused by saturation and hype. What is needed is information not hype. All the elements 
of the economy can assist in ensuring that real information is made available. We must 
keep the problem visible without generating panic. 


Already | read articles which | find really worrisome that Y2K fatigue is setting in. 
Everybody's fed up with hearing about it. There's been talk about this and 
everybody's fed up with hearing about it, so they're tuning out. Well, that's the worst 
scenario that could happen, in my view. 


Catherine Swift - Canadian Federation of Independent Business 


[W]e have to educate from a very high level nationally. We have to let people know 

that this is real. There is still the belief that this is hype, that people have created 
this problem to try to pad their pocket books. There's still the belief that it can't be 
that bad. It's really bad news..... 


If Canada starts projecting that they have a serious Year 2000 problem to their 
partners throughout the world, that may create problems. We may have a recession 
earlier than year 2000. So there's a very fine line between educating the people 
within the country and telling people outside the country how bad it is. 


Jennifer McNeill - Cipher Systems 


| believe this is a difficult and delicate issue to deal with in terms of raising 
awareness, getting the word out that we have a serious problem that we have to 
approach in a serious manner, without causing exceptional concern or panic of any 
kind. 


lan Nunn - Embedded Systems Sub-Committee 


So, yes, sound the alarm. Continue the hearings. Work with us, with the media, 
who say, hey, this is an old story, we're tired of it. The answer is that we're not tired 
of it until we're through it. 


Gaylen Duncan - Information Technology Association of Canada 


The Committee feels strongly that regular updates to the public on how the various 
areas of the economy and regions are doing in resolving this issue are needed. This level 
of transparency will help reduce panic, while helping to keep the momentum going and, 
when necessary, spur additional measures. The press has an important role to play. 


Recommendation 26 
That the media provide Canadians with frequent and regular information on 
the Year 2000 problem. 
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ABSORBING THE COST 


The Committee was told throughout its hearings that organizations have to find the 
resources internally to overcome the Millennium Bug. Companies are deferring business 
expansion, while governments are slowing down changes that would improve their 
services. Still it is better for organizations to treat this problem as a challenge and make 
the best business decisions rather than to ignore it and find themselves amongst the 
Millennium Bug casualties. Can we as a nation afford preventable losses by business or 
even loss of life simply because we are not ready for the Year 2000 challenge? 
Government at all levels can and should help business and the health sector with the 
costs associated with this problem. 


A FINAL WORD 


The Committee was both distressed and heartened by the status of preparations that 
Canada is making to overcome the Millennium Bug. SMEs and the public sectors, mainly 
utilities and health care, have to work particularly diligently to meet the fixed deadline. 
Canada has historically met its challenges and this challenge must also be met if we are to 
maintain both the standard of living and the health care system that we now have. The 
Committee is confident that if Canadians work together in a concerted effort starting now 
then we will overcome the challenge and meet the new millennium with vigour and 
prosperity. Canada — get going we cannot fix this problem too soon! 
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APPENDIX A 


List of Witnesses 


Organizations and Individuals Date 


Task Force Year 2000 Tuesday, 10/02/98 
Alain Desfossés 
Secretary 


Jean Monty 
President 


Robert Rand 
Director 


Citizenship and Immigration Canada Tuesday, 17/02/98 


Joan Atkinson 
Director 


Human Resources Development Canada Tuesday, 17/02/98 


Martha Nixon 
Associate Executive Head 


Software-Human Resources Council Tuesday, 17/02/98 


Pau! Swinwood 
President 


Canadian Bankers’ Association Thursday, 19/02/98 


Frank Riddell 
Manager, Project Year 2000, Toronto Dominion 


Bank 


Gerry Beasley 
Senior Executive Vice-President, CIBC 


Kelly Shaughnessy 
Senior Vice-President, CIBC 


Mark Weseluck 
Vice-President 
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Organizations and Individuals Date 


Office of the Superintendent of Financial Thursday, 19/02/98 
Institutions Canada ; 


John Thompson 
Deputy Superintendent 


Richard Webb 
Senior Policy Analyst, Policy Sector 
Policy Initiatives and Communications Division 


Canadian Health Care Association Monday, 09/03/98 
Kathryn Tregunna 
Director 
Sharon Baker 
Vice-President, Ontario Hospital Association 
Canadian Pharmacists Association Monday, 09/03/98 
Elliot Loh 
Senior Research Associate 
Jeff Poston 
Director 


Health Canada - Monday, 09/03/98 


Dann Michols 
Director General, Therapeutic Products 
Programme 


Fruji Bull 
Director General 
de Jager & Company Limited Thursday, 12/03/98 


Peter de Jager 
President 


Treasury Board of Canada Thursday, 12/03/98 


Paul Rummell 
Chief Information Officer 


Grant Westcott 
Member of the Senior ADM Review Team on 
Year 2000 Readiness 
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Bell Canada Tuesday, 17/03/98 


Denis Lalonde 
Assistant Vice-President, Senior Manager 
Millennium Compliance 


Canadian Radio-Television and Tuesday, 17/03/98 
Telecommunications Commission 


Elie Thimot 
Manager, Independent Telephone Companies 


Nortel Tuesday, 17/03/98 


Michael Cooke 
Senior Manager 


Alliance of Manufacturers & Exporters Canada Thursday, 19/03/98 


Brian Collinson 
Director 


Retail Council of Canada Thursday, 19/03/98 


Diane Brisebois 
President 


Cipher Systems Tuesday, 24/03/98 


Jennifer McNeill 


The Year 2000 Interdepartmental Working Group Tuesday, 24/03/98 
Embedded Systems Sub-Committee 


lan Nunn 
Co-Chair 
Ted Eedson 
Co-Chair 


Air Transport Association of Canada Tuesday, 21/04/98 
Clifford Mackay 
President & CEO 


Janice Robinson 
Project Director - Year 2000, Air Canada 


Jean-Paul Bourgeois 
Director, Enterprise Systems, Air Canada 
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Organizations and Individuals 


Ric Bentkowski 
Manager, Year 2000 Project, Canadian Airlines 


Atomic Energy Control Board 

Kurt Asmis 

Director 

N. Anani 

Head, instrumentation Control Electrical Group 
Atomic Energy of Canada Ltd. 

Basma Shalaby 

Acting Chief Engineer 

David Torgerson 

Vice-President, Research & Product 
Canadian Gas Association 

George Barnhart 

Director 


Kathryn Moore 
Manager 


Canadian Association of Petroleum Producers 
Greg Stringham 
Vice-President, Markets & Fiscal Policy 
Canadian National 
Fred Grigsby 
Vice-President and Chief Information Officer 
Jim S. Bright 
Director Business Systems 


Department of Fisheries and Oceans - Coast 
Guard 


Fred Forbes 
Director, CCG Year 2000 Implementation 


Jacques Clavelle 
Director General 


Michael Turner 
Deputy Commissioner 
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Date 


Tuesday, 21/04/98 


Tuesday, 21/04/98 


Tuesday, 21/04/98 


Tuesday, 21/04/98 


Tuesday, 21/04/98 


Tuesday, 21/04/98 


ee el on 


Organizations and Individuals Date 
Teen eee cee rn 
National Energy Board Tuesday, 21/04/98 


John McCarthy 
Business Leader, Operations 


Paul Trudel 
Team Leader, Pipeline Integrity 
Nav Canada Tuesday, 21/04/98 
David Honkanen 
Year 2000 Project Manager 
Sid Koslow 
Vice-President, Engineering 
Ontario Hydro Tuesday, 21/04/98 
David Kwan 
Project Manager, Year 2000 
Ted Clark 
Vice-President, Year 2000 Project 


Ottawa Hydro Tuesday, 21/04/98 


Peter Liu 
Department of National Defence Tuesday, 21/04/98 


Colonel A.B. Conrad 
Program Manager Year 2000 


Eric Shipley 
Executive Director, Emergency Preparedness 
Canada 


Colonel G.G. Hug 
Special Advisor, Deputy, Chief of the Defence 


Staff 


Howard Dickson 
Chief Information Officer 


Information Technology Association of Canada Tuesday, 21/04/98 


Carol Stephenson 
Chair (Designate), ITAC, Board of Governors 


and President & CEO 


Gaylen Duncan 
President & CEO, ITAC 
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Organizations and Individuais 


Royal Canadian Mounted Police 


David Morreau 
Director, Year 2000 Project 


General Motors of Canada Ltd. 


Tayce Wakefield 
Vice-President, Corporate Affairs 


Roy Campbell 
GMCL Information Officer 
Information Systems and Services 


Doug Potier 
Common Systems Manager 
Information Systems and Services 


Ford Canada 


Maureen Trenkler 
Technical System Manager 
Management Informations Systems 


Michael S. Sheridan 
Director, Government Relations 


Chrysler Canada 


Othmar M. Stein 


Vice-President, Government / Public Affairs 


Roger K. Buck 


Manager Year 2000, Information Services 


Bob Renaud 


Vice-President, Parts, Service and Engineering 


Toyota Canada Inc. 


Brian R. Mason 
National Manager, Corporate Systems 


Canadian Federation of Independent Business 


Catherine Swift 
President 
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Date 


Tuesday, 21/04/98 


Thursday, 23/04/98 


Thursday, 23/04/98 


Thursday, 23/04/98 


Thursday, 23/04/98 


Wednesday, 29/04/98 


APPENDIX B 
List of Recommendations 


Recommendation 1 


That all businesses test their computer hardware, software and electronic 
devices for Year 2000. 


Recommendation 2 


That legislative amendments be introduced to add the explicit 
responsibility of ensuring Year 2000 compliance to the list of directors’ 
duties for federally incorporated businesses. 


Recommendation 3 


That all businesses insist that all firms within their supply chains can 
demonstrate Year 2000 readiness with actual test data. 


Recommendation 4 


That all businesses welcome questions about their Year 2000 readiness 
from firms in their supply chain and willingly provide actual test data to 
them. 


Recommendation 5 

That consumers and businesses insist on Year 2000 compliance 
guarantees in writing for all new consumer electronics products and 
computer software and hardware. 


Recommendation 6 


That legislative amendments be introduced to eliminate legal liability for 
firms who, as good Samaritans, make Year 2000 solutions available free of 


charge. 


Recommendation 7 

That a separate class of capital cost allowance be established to provide 
for a 100% write off in the period of acquisition of new computer hardware 
to replace existing hardware which is not Year 2000 ready. This provision 
should be directed solely at small and medium sized business, both 
incorporated and unincorporated. This provision would only be available 
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for acquisitions made on or before June 30, 1999. Businesses that have 
already invested to correct the problem should also be eligible. 


Recommendation 8 


That elected officials in the provinces, territories and municipalities work in 
concert to ensure that all Year 2000 compliance information, solutions and 
best practices related to policing, fire protection, water and sewage 
services are shared. 


Recommendation 9 


That the federal, provincial and territorial Ministers of Energy work in 
concert to ensure that all Year 2000 compliance information, solutions and 
best practices are shared quickly and widely within the electricity, oil and 
gas sectors. 


Recommendation 10 


That Health Canada publish the names of manufacturers and importers of 
medical devices who do not furnish necessary Year 2000 compliance 
information in a timely fashion, and start regulatory or legal action against 
them. 


Recommendation 11 


That the federal, provincial and territorial Ministers of Health work in 
concert to ensure that all Year 2000 compliance information, solutions and 
best practices are shared. 


Recommendation 12 


That the major health care professional groups, such as the Canadian 
Medical Association and the appropriate provincial associations alert their 
members and produce guidelines and checklists to ensure that all health 
equipment is tested. 


Recommendation 13 


That the CRTC and Industry Canada take a stronger role in the 
telecommunications sector to audit the tests of Year 2000 compliance 
being performed by the service suppliers. 


Recommendation 14 


That the Coast Guard of Canada expedite its Year 2000 program to ensure 
that full testing is completed before mid-1999. 


64 


Recommendation 15 


That the Ministers of Foreign Affairs, of International Trade and of 
Transport discuss Year 2000 preparedness with Canada's trading partners 
to ensure that international trade is not disrupted. 


Recommendation 16 


That the government review funding mechanisms for departments with 
embedded chip problems. 


Recommendation 17 


That the government of Canada strengthen the coordination of its 
responses to the Year 2000 challenge to ensure that private sector 
readiness is not hampered, and that public and private institutions have 
access to the federal information they need. 


Recommendation 18 


That the Department of National Defence accelerate the completion of its 
Year 2000 compliance program, and start finding solutions at the same 
time as preparing emergency preparedness contingency plans. 


Recommendation 19 


That the current Citizenship and Immigration Canada Pilot Project for 
Software Professionals be extended to at least 2001 and that consular staff 
abroad must become involved in searching out qualified Year 2000 
personnel for Canada. 


Recommendation 20 


That elected public officials in Canada accept the challenge to overcome 
the Millennium Bug and ensure that the services that they are responsible 
for function unimpeded on January 1, 2000 and that they work in 
cooperation with the other levels of government. 


Recommendation 21 


That the Prime Minister of Canada and all senior ministers emphasize to all 
Canadians the importance of the Year 2000 problem. 


Recommendation 22 


That the First Ministers make the Year 2000 problem an issue at First 
Ministers' Conferences. 
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Recommendation 23 
That private sector firms continue to disseminate Year 2000 information to 
their clients. 


Recommendation 24 


That Members of Parliament continue to make use of their householders, 
town hall meetings and all other channels to inform their constituents, 
about the Year 2000 problem. 


Recommendation 25 


That the Speaker declare a Year 2000 Test Day for Parliament Hill and 
constituency offices to thoroughly test all equipment. 


Recommendation 26 


That the media provide Canadians with frequent and regular information on 
the Year 2000 problem. 
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REQUEST FOR GOVERNMENT RESPONSE 


Pursuant to Standing Order 109, the Committee requests that the government table a 
comprehensive response to its Report. 


A copy of the relevant Minutes of Proceedings of the Standing Committee on Industry 
(Meetings Nos. 20 to 22, 24 to 28, 31, 32, 34, 35, 36, 42 and 43 which includes this 
Report) is tabled. 


Respectfully submitted, 


Susan Whelan, M.P. 
Essex 


Chair 
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MINUTES OF PROCEEDINGS 


Tuesday, May 12, 1998 
(Meeting No. 43) 


The Standing Committee on Industry met at 9:04 o’clock a.m., this day, in room 306 
of the West Block, the Chair, Susan Whelan, presiding. 


Members of the Committee present. Chris Axworthy, Eugéne Bellemare, Bonnie 


Brown, Antoine Dubé, Marlene Jennings, Jim Jones, Francine Lalonde, Walt Lastewka, 


Eric Lowther, lan Murray, Janko Peric, Werner Schmidt, Alex Shepherd and Susan 
Whelan. 


Acting Members present: Roger Gallaway for Janko Peric, Murray Calder for Marlene 
Jennings. 


In attendance: From the Research Branch of the Library of Parliament. Daniel 
Brassard, Antony Jackson and Nathalie Pothier, Research Officers. 


Pursuant to Standing Order 108(2), the Committee resumed a study on Information 
Technology: Preparedness for Year 2000. 


The Committee resumed consideration of a Draft Report. 

At 10:30 o’clock a.m. the sitting was suspended. 

At 11:07 o'clock a.m. the sitting resumed. 

It was unanimously agreed,—That the Draft Report, as amended, be concurred in. 
lt was agreed,—That the Chair make such editorial changes as may be necessary. 


It was agreed,—That pursuant to Standing Order 109, the Committee request the 
government to table a comprehensive response to the report. 


lt was agreed,—That the Committee print 550 copies as prescribed by the Board of 
Internal Economy. 


lt was agreed, —That the Report be printed in tumble format. 


At 1:20 o’clock p.m., the Committee adjourned to the call of the Chair. 


Susan Baldwin 
Clerk of the Committee 
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